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INTERLOCKING SUBVERSION IN GOVERNMENT 
DEPARTMENTS 


WEDNESDAY, JUNE 1, 1955 


Untrep States Senate, Suscommitrre To INVESTIGATE 
THE ADMINISTRATION OF THE INTERNAL Security Act 
AND OrHer INTERNAL Security Laws or THE CoMMIT- 

TEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2:30 p. m., in room 417, 
Senate Office Building, Senator James O. Eastland (chairman of the 
subcommittee) presiding. 

Present: Senators Eastland, Jenner, and Welker. 

Also present: J. G. Sourwine, chief counsel; Alva C. Carpenter, 
associate counsel; and Benjamin Mandel, director of research. 

The Cuarrman. Will you hold your hand up? 

Do you solemnly swear that the testimony you are about to give 
is the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Morcentnav. Yes, so help me God. 


TESTIMONY OF HENRY MORGENTHAU, JR., FORMER SECRETARY 
OF THE TREASURY 


Mr. Sourwiye. Mr. Chairman, I think it should be. said for the 
record that Mr. Morgenthau is here voluntarily. We did not subpena 
him. It is his idea to come today. He wanted to testify here before 
he left for Europe, and he is leaving on, I understand, the 4th of 
June. 

As the chairman knows, Mr. Morgenthau conferred with us about 
making his diaries available to the committee. He did make them 
available to the committee, and he has brought us photostats as we 
have asked for them. 

I believe Mr. Morgenthau has a statement he would like to make 
to the committee. 

Mr. Morcentuav. Yes. 

The Cuarrman. Yes, sir. You may proceed. 

Mr. Morcentuav. Mr. Chairman and members of this committee, 
about a year ago I met with this subcommittee on the invitation of 
Senator Jenner. At that time the subcommittee asked whether it 
would be agreeable to me to have the staff of this subcommittee exam- 
ine the diaries which I kept as Secretary of the Treasury, and I 
willingly gave my consent. 

As you know, members of your staff have been examining my diary 
in the Franklin D. Roosevelt Library for the past 11 months. On 
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May 19, 1955, Mr. Sourwine, the counsel for the subcommittee, wrote 
to Robert Morgenth iu, My son, asking for my consent to the use of 
certain designated material which was listed in the letter. This mate- 
rial was furnished to the subcommittee yesterday. 

The designated material all seems to relate to the activities of Harry 
White while he was with the Treasury. For the subcommittee’s in- 
formation, I should like to make the following comments about Harry 
White: 

Harry White first came to the Treasury in the summer of 1934 as a 
member of a group of more than 30 economists who were recruited to 
study certain banking practices in the Cleveland Federal Reserve 
District. Before he came to the Treasury, White had taken a doctor 
of philosophy degree at Harvard and taught at Harvard and St. 
Lawrence University. 

I did not know White before he came to the Treasury, and it is my 

recollection that I did not personally become acquainted with him un- 
til he had been in the Treasury for some time. 

White was one of the few men outside the business world who had 
thorough training and experience in the international monetary field. 
His rise in the Treasur y was due to these qualifications and to his in- 
telligence, his industry, and his willingness to assume responsibility. 

In 1935 the Treasury sent him to The | Hague, where he made a study 
of the exchange operations in various European markets. Upon his 
return to the United States, he became a member of the staff of the 
Division of Research and Statistics. 

In March 1936, the Division of Monetary Research was organized 
in the Treasury to deal with the international monetary and exchange 
problems which at that time were becoming increasingly important. 

White worked in this Division and thereafter became its head. Dur- 
ing the war, under the direction of the Secretary and Under Secretary 
of the Treasury, White coordinated all foreign activities of the Treas- 
ury, and toward the end of the war he was particularly active in plan- 
ning the International Fund and Bank in the negotiations at Bretton 
Woods which led to the éstablishment of those institutions. 

Sometime early in 1945, he was made an Assistant Secretary of the 
Treasury. 

The entire time I was in office, I had no reason to suspect White’s 
integrity or his loyalty to the United States. No security agent and 
no individual ever reported or suggested to me there was any doubt 
about White’s loyalty. It was some time after I had resigned before 
I learned that any charge of disloyalty had been made against him. 

I was shocked and surprised when those charges were first brought 
to my attention. Since I resigned as Secretary of the Treasury in 
July 1945 I have had no access to classified documents or Government 
reports. 

In these circumstances, I do not think that I could attempt to assess 
the charges that have been made against White. I can say without 
hesitation, however, that if these charges had been brought’ to my 
attention while I was the Secretary of the Treasury, I should im- 
mediately have suspended White and ordered a full investigation. If 
the charges had been substantiated, I should at once have removed 
White from office. 

The Cuairman, Thank you, Mr. Morgenthau. 
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At the beginning I desire to make it quite clear that we are not 
engaged in nor do we propose an investigation of you or of your 
official conduct. We are not in any sense conducting an investigation 
into your administration while you were Secretary of the Treasury, 
The record is clear that you have cooperated completely with this sub- 
committee at all times, and I desire to pay tribute to the spirit of 
selfless service and devotion to the national welfare in which you 
have done so. 

I also desire to pay tribute to the high sense of public responsibility 
which you have indicated led you to cause to be sae the voluminous 
records which have come to be known as the Morgenthau Diaries. The 
very existence of these diaries is the strongest possible assertion of 
your good faith in connection with your every official act as Secretary 
of the Treasury. Your willingness to come before this committee to 
testify in person and to make available to the committee fully and 
completely as you have done, these records, which you caused to be kept 
in such great detail, is evidence of an exemplary attitude for which 
I believe you deserve the highest commendation. 

You are to be commended also, and in the highest terms, for your 
objective attitude with respect to the question of the possible dis- 
loyalty in high places You have evidenced no rancor, no bias, no 
disposition to prejudgment. On the contrary, your attitude has been 
as detached as one might possibly expect under the circumstances, such 
an attitude, if I may say so, as one might look for in a real elder states- 
man. 

You have been most helpful to this subcommittee. You are being 
most helpful to us, and I have no doubt you will be of further help 
to us in the future. 

I want to make it clear to you and for the record that the members 
of this subcommittee understand that, while physically you are across 
the table from us, philosophically and intellectually you are on our side 
of the table. Like us, you are seeking the truth. You were withhold- 
ing judgment, and your long-range objective is only the welfare and 
security of our country. 

On behalf of this subcommittee, Mr. Morgenthau, I thank you. 

Mr. Sourwine, you may proceed. 

Mr. Sourwine. Mr. Chairman, I think this also should be said for 
the record so that the assent of all can be shown on the record. This 
is an executive session, as the chairman knows, but with the full 
understanding of all participants, including the witness, that it is 
to be made public speedily at the early convenience of the committee. 

Mr. Morgenthau, would you say just a word with respect to what the 
diaries are, so that this record might show that? 

Mr. Morcentuav. Mr. Chairman, before I answer Mr. Sourwine, 
may I thank you very much for your comment? 

The CHatrman. Yes. 

Mr. MorcEéntuav. And I say in all seriousness, I would not want 
anything better on my tombstone than your statement. 

The CHAIRMAN. Thank you, Mr. Morgenthau. 

Mr. Moreantuav. I hope that you express the views of the rest of 
the committee. 

Senator Wetker. I certainly, as the junior Senator from Idaho, 
join with the distinguished chairman. : 
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Senator Jenner. I certainly join with him, 
Mr. Morcentuav. ‘Thank you, gentlemen. 
The purpose, to answer Mr. Sourwine’s statement, was this: I 

was extremely fortunate in the manner in which I was appointed to 

the Treasury. Mr. Roosevelt shocked the bankers of Wall Street 
greatly by my ay Nm ra, and on the less serious side, when asked, 

“How could you appoint a man like Morgenthau to the Treasury,” 

he answered, “Well he is the only neighbor that I have who is farming 

and who is making money at it.” And you will understand that, Mr. 

Chairman. So those were his reasons for my appointment, and that 

I had been in Farm Credit and had worked like—very hard, saving 

the farmers their farms after the depression. 

But to answer the specific question, I kept this group of papers, 
which are 95 percent records on the stenotype, in my office, as 1 felt 
that if I could have a stenotype operator or a stenographer in my office 
making a record of the activities of the Secretary of the Treasury, 
in a sense, open door, that it would encourage young men and young 
women to come into the Government, and I felt it was very important 
that that be accomplished. 

And I hope as time goes on and as this diary serves its purpose, 
that I will have done something to convince young people to join 
the Government, and that it is ‘worth while to dedicate their lives 
to the United States Government. 

Mr. Sourwine. The diary is, then, an actual verbatim transcript, 
in large part, of what took place in your office while you were Secre- 
tary of the Treasury ? 

Mr. Morcentuav. Almost entirely. 

Mr. Sourwine. Almost everything that took place was transcribed ? 

Mr. Morcentuav. I don’t believe that—I would say everything, to 
the best of my knowledge. 

Mr. Sourwrne. And then important documents, letters, and memo- 

randa that came along were also placed in the diary; is that right? 

Mr. Morcentuav. Everything, unless it was of a strictly personal 
nature between the President and myself. 

Mr. Sourwrne. And once in a while—not frequently, but once in 
a while—you would dictate a memorandum for the diary with regard 
to something that took place that was not physically recorded ? 

Mr. Morcentitav. Yes, sir. 

Mr. Sourwine. Can you say, Mr. Morgenthau, that all of those 
records have remained unedited and that they are exactly what actually 
took place? ? 

Mr. Morcentnav. They are just as is. And as a matter of fact, 
Mr. Sourwine, I have never read them myself, because I was kind of 
superstitious about them. 

Mr. Sourwrne. I was te you would volunteer that. I know 
you said that when you were before the committee. 

Mr. Morcentuav. I have never read them. 

Mr. Sourwine. Mr. Morgenthau, sir, you spoke earlier of having 
brought with you certain photostats of portions of these diaries that 
we asked for. 

Mr. Morcentuav. Yes. 

Mr. Sourwine. Would you pass those over to the committee now ? 
Thank you, sir. 
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These are, are they, photostats of certain portions of the diaries 
which you caused to be made from the diaries by the General Services 
Administration ? 

Mr. Morcentuav. Yes, at your request. 

Mr. Sourwine. Yes, sir. 

Mr. Chairman, I have no further questions to ask of Mr. Morgenthau. 

Senator JennER. I have no questions. 

Mr. Sourwine. I propose 

Senator Wetxker. I have no questions. 

Mr. Sourwine. I propose to put these in the record, but if the Sec- 
retary desires, he could be excused, for he does not need to wait for 
that if he wants to catch a train. 

The Cuatrman. [have no questions. 

Mr. Morcentnav. I am here at your pleasure, Mr. Chairman. So 
anything that you want 

The Cuarman. There will be nothing further. 

T will order them in. Do you want to identify each? 

Mr. Sourwine. Yes. I would like briefly to identify these docu- 
ments. 

The total time that will be consumed here will take, I would guess, 
perhaps 15 minutes. 

The Cuatrman. Could you not identify them in the absence of the 
Chair? I will order them in the record. 

Mr. Sourwrne. These will be ordered in the record with the brief 
explanatory notes which counsel will append in advance of each one? 

The Cuatrman. That is all right. 

Mr. Morcentuav. Mr. Chairman, could I make a comment ? 

The Cuamrman. Yes, sir. 

Mr. Morcentuav. I would like to thank you and Senator Jenner 
and other members of this committee for your consideration of myself, 
and I feel, well, anything that I have got that can help my Govern- 
mentis yours. I want you to know that. 

Senator Jenner. Thank you. 

Senator Weiker. Thank you. 

Mr. Morcentuav. If in the future you want anything, you ask for 
it and you will get my wholehearted cooperation. 

The Cuatrman. That is mighty fine. We appreciate it, Mr. 
Secretary. 

Senator Jenner. It certainly is, Mr. Morgenthau. We certainly 
appreciate it. 

The Cuatrman. You have been mighty fine. 

Mr. MorcentHav. Am I excused? 

The Cuatrman. Yes, sir, you are excused. 

(The photostatic excerpts from the diary, each preceded by a de- 
scription by Mr. Sourwine, were numbered exhibits 1 to 26 and appear 
below :) 








Exutsir No. 1 
Transcript of Diary, Book 5, pages 12D and 12E, April 23, 1935 


This is one of the earliest references to White found in the diaries. 
It is the transcript of a telephone conversation between Secretary 
Morgenthau and Under Secretary William Phillips of the State De- 
partment, and concerns a cable which the State Department wished to 
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send about White’s presence at The Hague. As Secretary Morgenthau 
explained in his statement to the subcommittee, White had been sent 
to The Hague to study the movement of European exchanges. At 
this time, the franc was falling rapidly. 


WILLIAM PHILLips. Mr. Secretary, we had a telegram from the Hague—— 

H. M. Jr. Why so formal? 

P. This is Phillips speaking, 

H. M. Jr. Yes. 

P. We had a telegram from the Hague—— 

H. M. Jr. I said, why are you so formal? 

P. What? 

H. M. Jr. Why are you so formal? 

P. (Laughing.) I don’t know, why? 

H. M. Jr. Henry still goes. 

P. It’s a mistake; I take it all back. 

H, M. Jr. All right. 

P. Which reads as follows: Has Dr. White special official—— 

H. M. Jr. Pardon me, I have it right here now. 

P. All right. Now, here’s the draft which I want to read to you before we 
send it. 

H. M. Jr. Please. 

P. Draft reply. White is one of the Treasury’s technical men in touch with 
their operations, who has been sent to Europe to study the actual exchange 
situation in various markets and the method of operation of these markets, He 
is not in any way authorized to negotiate on military matters or enter into 
discussions of policy. The Department hopes you will facilitate his work. The 
Treasury has every reason to believe White understands nature of his mission, 
but if you believe incorrect impression is being created, within your discretion, 
talk the matter over with him in friendly and cooperative spirit. 

H. M. Jr. Entirely satisfactory, 

P, All right. 

H. M. Jr. Entirely—I told Herbert Feis when he was here, and I guess he 
repeated this to you, any time a Treasury representative in a foreign country 
interferes with a diplomatic representative our fellow leaves the country. 

P. Well 

H. M. Jr. So there can’t be any conflict. 

BP. Yes, 

H. M. Jr. I mean any—— 

. 2ee, 

H. M. Jr. Time any fellow I send over in any way disobeys orders or is 
embarrassing to the State Department’s represenative, our fellow is withdrawn, 
see? 

P. Very well. Thanks very much, Henry. 

H. M. Jr. Well, I mean, then they—they never find the Treasury—there never 
can be any misunderstanding—your man will always be right and our fellows 
will always—will have to abide by the decision of the State Department’s 
representative. 

P. Yes. Well, I have no doubt that this telegram will make it all right. 

H. M. Jr. So on that basis, the cooperation will be a hundred percent. 

P. Yes. Goodbye. Thank you very much. 

H. M. Jr. Thank you. 








Exuisir No, 2 
Transcript of Diary, Book 120, pp. 265-276, A pril 25, 1938 


Transcript of a meeting of the 9: 30 group. 

Secretary Morgenthau announces that White has been invited to 
become a regular member of “the 9:30 group,” made up of his chief 
advisers. At this time, the Munich crisis had brought about great un- 
certainty on European exchanges, and White and the Division of Mone- 
tary Research were studying possible remedial measures, The Secre- 
tary’s announcement appears on page 265. Pages 266-276 concern 
matters which are of no interest to the subcommittee at this time. 
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Present: Mr. Oliphant, Mr. Gaston, Mr. Haas, Mr. Taylor, Mr. Lochhead, Mr. 
White, Mr. Bell, Mr. Upham, Mr. McReynolds, Mrs. Klotz. 

(Mr. Dietrich comes in, hands Mr. Lochhead an envelope, which Mr. Lochhead 
gives to Secretary.) 

H. M. Jr. (to Mr. Dietrich). I recognize the fact that the hat is on means 
you just came in. 

Dierricu. I just got here. 

H. M. Jr. Otherwise, I wouldn’t have guessed it. 

DieTricH. (Leaves.) 

H. M. Jr. I thought you people would be interested to know that I’ve invited 
Harry White to become a regular member of the 9: 30 staff. 

Kiorz. Glad to meet you. 

OLIPHANT. Going to make a speech? 

H. M. Jr. Want to make a speech, Harry? 

Wuirte. I think I’ve made so many, probably the best thing I can do is keep 
quiet. 

H. M. Jr. Don’t get many chances—better make it now. Archie, read this, 
will you. 

LocHHEAD. (Inaudible.) 

H. M. Jr. Huh? Well, let me see. Yeah, I’ve read that. Let the boys see 
it’s coming in. 

(Nods to Mr. Oliphant.) 

OLIPHANT. Nothing. 

H. M. Jr. Somebody did a good job on the Pearson item—it must have been you. 

OLIPHANT. It wasn’t me. 

McREYNOLDs. His wife came home—he’s been out of circulation, 

H. M. Jr. Whose wife? 

McREYNOLDs. Herman’s, 

OLIPHANT. She’s been down at the farm. 

Upnuam. The sty was quite recognizable. 

OLIPHANT. What? 

H. M. Jr. Anyway, the Pearson item was very nice. 

Kotz. (Inaudible question to H. M. Jr.) 

H. M. Jr. Are you [Oliphant] following this Neblett case in Los Angeles? 
I’m giving this [clipping] to Irey at ten o’clock, I mean, are you having any- 
body follow it? 

OLIPHANT. I’m not having anybody follow it: I’ve been noticing it along. 

HH. M. Jr. Will you have somebody follow it? I’m having Irey look into the 
income tax end of it. Why did they spend forty thousand dollars? Why was 
it necessary to spend forty thousand dollars for that purpose? See? That has 
nothing to do with the income tax, Herman, 

OLIPHANT. Yes. 

H. M. Jr. I’d like it fairly prompt. Here’s the headlines. “Elliott tells 
Pustau...” Pustau—isn’t that a nice name? “.. Talk of forty thousand 
dollars new Federal building ‘deal.’ Sent five thousand dollar note back.” I'd 
get the original minutes—huh? This, I am going to give to Irey. But the fact 
that—I mean, they spent that much—Anything else, Herman? 

OLIPHANT. House will consider the Independent Offices bill conference report 
today. And the Senate is still on Navy construction. 

H. M., Jr. Can you tell me, in what form the new Ickes Public Works bill is? 

OLIPHANT, I’ll ask this morning and ... 

H. M., Jr. I’d like to know before I go to lunch, because at Cabinet the 
President said that he did not want it with Ickes making the grants and R. F. C. 
making the loans—I mean he didn’t want to divide it entirely. 

Bex. I think—I haven’t seen it, but I do know that the Appropriations Com- 
mittee has a copy of it, and it’s an extension of the authority now existing, and 
increasing the amount of funds available to a million for loans and grants, 
separating it indefinitely into four fifty for grants and five fifty for loans. 

H. M., Jr. My interest is this: I think we’ve demonstrated the correct way to 
sell securities. for independent agencies the way we are doing it today, and if 
Mr. Ickes sells his bonds to Mr. Jones and Mr. Jones sells to the public—and 
all that, I think, is all wrong, and I think any agency, from now on, if they are 
going to be Government guaranteed, they should be done just the way we are 
doing it today. Give us complete control, and if the other agencies have not 
done a good job, the Treasury does, and that’s where I’d like to see it done. . 
OLIPHANT, I can give you a half-page summary of that bill this morning. 


82918—55—pt. 283——a 






















































































































































































































































































DISA INTERLOCKING SUBVERSION IN GOVERNMENT 






Hi. M., Jr. That’s my interest. We should have the sole authority of offering 
any securities for any agency—for the Government in their behalf. 

Taytor. That is fully guaranteed. 

H. M., Jr. That is fully guaranteed, yes. 

BELL. Well, Ickes’ aren’t. 

H. M., Jr. Are? 

Bett. No. The matter of selling Ickes’ bonds will be selling municipal and 
State bonds after he takes them under contract. 

H. M., Jr. Are you sure? There was talk of him selling his own. 

Be, I think that is out. 

H. M., Jr. If it’s out I’m not interested, but as a divided authority between 
R. F. C. and Mr. Ickes—doesn’t concern me, but if they are going to be fully 
guaranteed, I wouldn’t think about it. 

OLIPHANT. You wouldn’t have any large amount of bonds being thrown on 
the market at the same time. 

H. M., Jr. If they don’t sell anything in the first three weeks of June—never 
have any trouble. He never makes an offering without checking. 

OLIPHANT, I’ll give you a half-page summary of that. 

SELL. After that’s straightened out and we decide to put R. F. C. on its 
own feet in the matter of selling securities, I’d like to see that arrangement out- 
lined in the President’s letter, that whenever we sell any of Ickes’ obligations, the 
proceeds come into the Treasury. 

H. M., Jr. Dan, I admire you from the bottom of my heart. You still believe 
in fairness. 

OLIPHANT. Santa Claus. 

H. M., Jr. I'll go through it with you—enjoy it—sign the letter with you. 

Be... The letter has already been signed, and next year’s budget has been 
built on that basis—of an understanding with Mr. Jones. 

H. M., Jr. We have no budget for next year, I read the funny papers on 
Sunday. 

Betx. I don’t get over them until Monday. 

H. M., Jr. But I’ll go right along with you, travel right along by your side. 

SELL. I think we ought to try it. 

H. H., Jr. Oh sure, lots of fun. 

As long as you have the floor, who knows who's the President of the Panama 
Pacific’s Steamship Company and who owns the stock in it? 

Beit. (Nods “No.’’) 

H. M., Jr., Lochhead, you get ahold of that? 

Taytor. I talked to Jerry Land on Friday, I guess it was, trying to locate 
where these bonds could have come from. 

H. M., Jr. Yeah. 

Taytor. And he’s putting a-fellow on that 

H. M., Jr. I see, 

Taytor. Yeah. 

H. M., Jr. Well, it oughtn’t to take more than a day. 

Taytor. Well, it’s—they were—apparently they were going to have a deal 
for construction of one kind of another with Panama Pacific, and that deal is 
temporarily off. 

H. M., Jr. Do you know about this, Dan? 

Bey. Yes. I heard about it Saturday. 

H. M., Jr. Panama Pacific sold eleven million dollars worth of bonds on Friday. 
I want to know who gave that order. I want to know today, I want to know 
before I see the President. Will you tell Jerry Land that? I want to know 
before one o’clock. 

Beri. You think it came from a Governmental agency? 

H. M., Jr. Sold eleven million dollars. Do you know? Well, I’d just like to 
call up whoever the person is and present him with my compliments and tell 
him what I think of him—the way he handled this thing. Everybody’s so free 
to criticize us. I’m going to tell him it’s the first time that’s been done since the 
Russian Government did that. It’s only happened twice since I’ve been here. 
Once by the Russian Government and once by Panama Pacific. Will you tell 
Jerry? 

TayLor. (Nods “Yes.’’) 

H. M., Jr. Huh? Tell him, please. I’d like to tind out. It’s a swell way to 
sell Governments, 

Herbert? 

Gaston. I have nothing. 
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H. M., Jr. I haven’t seen Saturday’s article about one Jake Viner. 

GASTON. In the Post? 

H. M., Jr. Yeah, Will you shoot it in? 

GASTON, Yes. 

Taytor. Got an editorial in the Post this morning. 

H. M., Jr. You people know I got the letter from Riefler resigning everything, 
including going to Geneva and everything—whole business. I'll just read a 
part of it. 

“IT have been trying to phrase a note to you that would convey at one and 
the same time a deep sense of that unhappiness together with my reasons 
therefore, my deep sympathy, affectionate admiration and respect for you, 
and my desire, under the new circumstances for relief from any official or semi- 
official responsibilities which I may have. I have decided finally to convey my 
reaction to the new program in the accompanying separate memorandum and 
to confine this note to more personal considerations.” 

He’s resigned, everything included—Geneva thing, and everything. And asa 
result of which he was up at the conference Saturday there and didn’t open 
his mouth. Didn’t take any part in the discussion, 

OLIPHANT. Which conference? 

H. M., Jr. New Haven. But I would like to have the Viner thing. 

GASTON. Yeah. 

H. M., Jr. George? 

Haas. I have a couple things, 

H. M., Jr. I see you changed the position of your sunburn. 

McReynotps, George and Herbert and I played golf Saturday and Sunday 
both. 

Haas. I got the sunburn because the white sand reflects the sun more. 

H. M., Jr., Being in the bunker most of the time? 

(To Mrs. Klotz) : Say, where are all those nickels I won? 

Kuiotz. They’re in the safe. 

OLIPHANT. She thinks we’ve gone too far in desterilizing now. 

H. M., Jr. Ah, 

Haas, Ill have. that business statement in. 

H. M., Jr. Anything else? 

HAAS. That’s all. 

H. M., Jr. (Nods to Mr. Taylor.) 

Taytor. (Nods “No.’’) 

H. M., Jr. Now, who makes the announcement: about the books being closed, 
and how long do we give these follows to turn the stuff in, and all that? 

Taytor. We do—give them.... 

H. M., Jr. We do? Four o’clock press conference? 

Bett. Make it five. I think about four thirty we’ll have a notice—about the 
same as the Governments. 

H. M., Jr. I mean, when they ask me at four o’clock whether the books are 
closed, 

LocHHEAD. Daylight saving time. 

Gaston. Yes, and shall we have the Press Conference this afternoon at three 
o’clock on account of daylight saving time in New York, 

H. M., Jr. I’m sorry. No. No, it’s most inconvenient for me. I mean, it just 
spoils the whole afternoon. But just see that—I mean that the R. F. C. doesn’t 
do both. They were all right on this. Check on this; if we are going to do it, 
let’s do it. I don’t want Jones—I want Jones to keep out of this. 

Tayior. He’s out. 

H. M., Jr. O. K, Well, will you see it flows to me, you people. 

Gaston. Yes. 

H. M., Jr. Burgess would know by now how it was received 

Taytor. I’ve got some preliminary stuff already. 

H. M., Jr. (over telephone). Randolph Burgess. 

Archie? 

LocHHEAD. The franc has turned quite strong now. It’s up to 3.10 from a low 
of 2.99 and a fraction, this morning. 

H. M., Jr. I’m going to this meeting at ten-thirty..... 


(Telephone rings. Conversation with Mr. Randolph Burgess at 9:46 a. m. 
follows :) 
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APRIL 25, 
9:46 a. m. 


1938, 


H. M., Jr. Hello. 

OPERATOR. Burgess. Go ahead. 

H. M., Jr. Hello. 

W. R. Burecess. Hello, Henry. 

H. M., Jr. Can I buy five million of those Commodity notes? 
B. Well, you can put in the subscription for them. 

H. M., Jr. I see. 

B. You probably won’t get allotted more than five percent. 
H. M., Jr. Well, haven’t I any influence around here? 

B. Not the slightest. 

H. M., Jr. Not the slightest. 

B. (Laughs). 

H. M., Jr. Are they that good? 

B. They're pretty good. 

H. M., dr. I see. 

B. Oh yes, they’re going to get a great big subscription. 

H. M., Jr. The Street likes them, 

B. Yes. 

H. M., Jr. Uh-huh. 

Ah—how are Governments today? 

B. About the same as they were Saturday. 

H. M., Jr. Uh-huh. 

B. There’s a lot of underlying strength there. They’ll go up again. 
H. M., Jr. Uh-huh. It’s wonderful the way private business handles an 11 


million dollar bond order, isn’t it? 


B. Yes. 

H. M., Jr. What? If either you or I did it, we’d make the front page. 
B. (Laughs). 

H. M., Jr. What’s the matter with those fellows? 


B. I don’t know, I’m sure. Well, they didn’t do so badly, as a matter of fact, 
don’t think. 

H. M., Jr. Well, I mean it’s the craziest sort of... 

B. Oh, of course it is; it’s perfectly insane. 

H. M., Jr. Well, there’s nothing like that since the Russian Government sold 
million pounds sterling; that’s the last time we had an order like that. 

B. Yes, I think it was. 

H. M., Jr. Yes. 

B. Yes. 


H. M., Jr. Well, ’'m—I’m going to find—I’m finding out who it is, and I’m 


most likely going to talk to the president of the company, 


B. I think that’s a good idea. 

H. M., Jr. Pay him my respects... 

B. (Laughs). 

H. M., Jr. Mr. Franklin. 

B. Well, he was a great help to us, 

H. M., Jr. Yes. 

B. This is the son, isn’t it? 

H. M., Jr. Excuse me? 

B. This isn’t the old man, is it? This is the son. 

H. M., Jr. I—I—I don’t know. We—we’re having them find out who handles 


their money. 


B. Yes, I see. 
H. M., Jr. And the interesting thing is, as far as I’ve found out they have no 


use for it. 


B. They just thought prices were high, is that right? 

H. M., Jr. I don’t know whether or not. 

B. Well, that’s right interesting. 

H. M., Jr. Nothing you want to volunteer? 

B. No, not a thing, except we’re going to have a hard time keeping these sub- 


scriptions down, if that’s a problem, 


H. M., Jr. Well, you love to do that. 


B. I know it; it’s kind of fun. Don’t you kind of like it? 
H. M., Jr. Now ..- 


B. (Laughs.) 
H. M., Jr. Well, I mean I’d rather do that than scrape up some orders. 
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B. Why, sure, it looks like prosperity anyway. 

H. M., Jr. That’s right. 

B. Glad to have something look prosperous. 

H. M., Jr. That’s right. <All right. 

B. All right, Henry. 

H. M., Jr. Good-bye. 

B. Good-bye. 

H. M., Jr. Archie? 

LocHHEAD. That’s all. Just on the franc—that’s the only thing we have so far. 

H. M., Jr. Harry? You know we are meeting at ten thirty. 

Wuire. I didn’t. 

H. M., Jr. Well, I want ten-thirty—I want White, Lochhead, Taylor, and are 
the visitors here? 

LocHHEAD. Mr. Knoke’s here. 

Taytor. John Williams has had some appendix difficulty and he may not be 
able to be here. If the doctor—he said if the doctor says it’s all right, he will be. 

H. M., Jr. And George... 

Taytor. George Harrison, I think, is coming. 

Kuotz. They are all coming with the exception... 

Gaston. I heard that Goldenweiser was taken suddenly ill Friday or Saturday. 

H. M., Jr. Oh, I’m sorry. Will you (Mrs. Klotz) check on that. I’m very fond 
of him. And Mac told me today that Reynolds, over in Procurement, has been 
very sick. 

I started to talk to Mac about your organization (White's), you see, and within 
the next day or two you talk to him, and two things when you talk about it, I 
want you to think about. One: Possibility of bringing that boy back from 
Brazil, and two, inasmuch as Professor Buck has an office in the Chinese Gov- 
ernment, the possibility of wiring him that if he has that he should take it but 
we will let him come back, report to us, and let him go, you see, as he’s just 
interested in the salary. Now let him come back: we can talk to him. Maybe 
just send for him to come back, and say, “Well, if you can get a job with the 
Chinese Government...” but let him come back. 

WHITE. With respect to Schmidt, I think it might be a good thing to move 
him. I wonder if you’d consider moving him somewhere else after he comes 
back for a while? 

H. M., Jr. Well, how is he... ? 

WHirteE. He’s on the job, and he’s improved, and doing well, I should say. 

H. M., Jr. Send him down to the Argentine for a while? 

Wuire. Either there or Mexico. I think he ought to be moved. 

H. M., Jr. Well, of course, the worst spot we’ve got is Mexico. Well, think it 
over. 

Wuirte. Of course, he’s been away some time, and he’s a young man, and 
possibly you might like to let him come back. 

H. M., Jr. Think about it, and we’d like to have Buck come back and talk 
to him, and if he has a job, let him go back. 

Dan? 

Bet. I have nothing. 

H. M., Jr. (Points to Mr. Upham.) 

UPHAM. You want me to say a word now about this letter from the Penn- 
sylvania Bankers Association? 

H. M., Jr. Yeah. Yeah. Yeah, I just—I’ll just sign it—you write a letter 
forme. I am not going to doit. I’m not going to talk at this time—very sorry. 
No, I thought it over; I’m not going to talk until I’ve got something really 
important to say. I don’t—as much as I’d like to do it for Pat Boland. 

Are you fellows getting started on the Comptroller’s business—bank exam- 
inations? 

Taytor. Two-thirty this afternoon. 

H. M., Jr. With me tomorrow, 

Taytor. Yeah. 

H. M., Jr. (to Mrs. Klotz). I don't sit in on it. 

Did you put Smythe out? 

UPHAM. Oh, yes, he’s over there this morning. 

H. M., Jr. Incidentally, who did that Smathers bill? Smathers, is that it? 

UpHaM. Smathers. 

H. M., Jr. Who did that bill? 

UPHAM. Well (hesitatingly) I don’t know. 

McREyYNoLbs, I was wondering if he’d give you the same answer he gave me. 
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H. M., Jr. Iam surprised. Did you go to church yesterday? 

UrHamM. No. 

H. M., Jr. Well, you better. [Laughter.] 

UpHAM. Well, just so you know when I’m lying it’s all right. 

H. M., Jr. Well, you want me to tell you who did it? 

UpHAM. No. 

H. M., Jr. All right. 

Kiorz, He’s having a swell time. 

H. M., Jr. Mac? 

Taytor. Maybe Mac will tell us who did that. 

MoREYNOLbDs. I haven’t anything to do with that. I’ve got nothing. 

H. M., Jr. Huh? 

McReynotps. I have nothing. I want to alibi George and Herbert if they 
get noisy. They were exposed to Hester playing golf yesterday and it might 
react. We had lots of fun—a nice day—did us lots of good. 

H. M., Jr. All right. 


Exurerrt No. 3 


Transcript of Diary, Book 215, pp. 334-338, October 4, 1939 


Meeting at the Treasury in which Secretary Morgenthau asks White 
and others to assemble material on world oil production. At this time, 
World War II had begun and the adequacy of Germany’s and Ja- 
pan’s oil supply was being widely debated. 


Re Stupy or Ort AND GASOLINE SITUATION 


Present: Mr. White, Mr. Viner, Mr. Cotton, Captain Puleston. 

H. M., Jr. I’m trying something new here. You all know Captain Puleston, 
don’t you? 

Viner. Oh, yes. 

H. M., Jr. And I don’t know whether it will work, but we will try it. Captain 
Puleston is doing some things for me on oil. He has a lot of material which 
has been furnished to him, and then I asked Dr, Viner to have this man—what 
is his name? 

Viner. Dr. Egloff. 

H. M., Jr. The thought that I had in mind was we could pool all of this stuff 
together and get it down so that I can absorb it and I can give something to the 
President. I thought I could ask Harry White's staff to take this stuff, both 
what Viner had and what you [Captain Puleston] had, and work it up and then 
give it to me, do you see? Would that break any confidence that you have with 
your people? 

PuLeston. No. That would be quite all right. 

H. M., Jr. How about you? 

Viner. I was just talking along those lines with Mr. White, Mr. Secretary. I 
think that is fine. 

H. M., Jr. I have got you [Cotton] on the theory that you are going to have 
this new assignment, you see, downstairs. It is something I didn’t want to wait. 
If this goes through, what we are talking about is to have Mr. Cotton work as 
an ambassador between these three economists downstairs and me and these 
other three men downstairs and me and between the others. I don’t know 
whether it is going to work, but we are trying it, you see. In other words, if I 
ask the three economists to do anything, Mr. Cotton is to know about it or if 
I ask the other people he is to know about it. I expect him to lose at least ten 
pounds in the first week. Is this all right with you? 

PuLESTON. Perfectly. 

H. M., Jr. With you? 

VINER. Fine. 

H. M., Jr. Harry? 

Wuite. Yes, we have already talked about it. 

H. M., Jr. This would be, I think, the way to do it and then I would like aw- 
fully if I could have something Monday to show the President on the oil situa- 
tion. 

Wuite. Today is Wednesday. You will have something. 

H. M., Jr. Andthen. ... 
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Wuirte. We will clear all through to make sure that. ... 

PuLEesTon. They usually make these about every two weeks. They could make 
them oftener if it was critical. 

H. M., Jr. No, no. 

Now, another thing which flows into this thing, it is up to you to get it [Cot- 
ton]. Pollio over at the Coast Guard has got a special watch on all oil tankers 
which are sailing. That ought to be incorporated in this. 

Waite. And then Harris has some information or can get some additional in- 
formation to use on the tanker situation. We can contact him. That is part of 
the problem. 

H. M., Jr. I don’t know whether there is such a thing, but in the oil adminis- 
tration under Mr. Ickes’ office I wonder if he has anybody whom he could lend 
us who knows the world oil situation and follows it. They have an oil admin- 
istration, 

Waite. Would you need to borrow him or would you need to make arrange- 
ments merely so that he would be available to advise and assist and then what- 
ever conferences we have he could attend and comment on the memoranda, and 
so on, so we would get the benefit of whatever they have there and his advice. 

H. M., Jr. If there is somebody over there who thinks in terms of world oil 
production and consumption, if there is anybody over there... 

Waite. And there is somebody in the Bureau of Mines, too. 

H. M., Jr. Well, that is Ickes’ shop. But if there is such a person, I think he 
ought to be pulled in. 

Wuirte. I am sure there is such a person because we have contacted him. 

VineER, They run it periodically, see. 

Waite. But I think the request should go from you to him. 

H. M., Jr. Pardon? , 

Wuite. The request should go from you to him. 

H. M., Jr. I will phone Mr, Ickes, I don’t want to do anything that isn’t 
right. 

Wutte. You would like to find out who it is before you speak to him? 

H. M., Jr. Yes. Then I can phone and say we are doing this job and tell 
this man to cooperate with the Treasury. 

Corton. We will find out who it is and then let you know. 

H. M., Jr. I don’t want to do it unless the fellow really contributes something. 

Waite. They have a lot of information and they couldn’t do any harm. 

H. M., Jr. Have they information outside the United States? 

WHITE, Yes. 

Viner. What I find is that quite a few people in town have worked on it at one 
time or another but nobody is working on it at this moment. At various times, 
somebody has gotten on it and then gotten off it and I couldn’t find anybody who 
was at this moment working on it. 

PuLEeston. That data would be a good background, but the situation is chang- 
ing, so it has got to be kept current. 

H. M., Jr. I think if we had it over two weeks that would be all right. 

PuLEesTon. That would be plenty. 

H. M., Jr. I think every two weeks would be good enough. 

PuLeston. It is going to be increasingly more difficult to get it. 

H, Miata: Weiss 

Wuire. Is the Maritime Commission interested at all? 

H. M., Jr. There is no reason why, that I know of, that Bailie or Burgess 
or Smith should know about this. I don’t know any reason why they should 
know about this. It is no concern of theirs and they can’t contribute anything, 
see. There is nothing they can contribute, so I don’t know why they should 
know about it. It is an assignment from me which the three “E’s” are involved 
in and thereby, I want you (Cotton) to know about it, but I don’t know why 
they should know about it because they can’t help us. The less people who 
know about it, the better. 

Did you say something, Harry? 

Wuire. I was going to say that one of the important problems here is with 
regard to the availability of tankers, Either Harris or somebody would have 
to contact the Maritime Commission or somebody in the big oil companies who 
have arrangements with the big tanking associations as to what they shall or 
shall not do. That is an area we can’t get at here. 

H. M., Jr. We ean get at it through the Standard Oil of New Jersey. Jay 
Crane up there can get anything I want, 
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PuLeston. He could, but there is—he could for his own outfit, but there is a 
question as to whether he could from some of the others. 

H. M., Jr. If not, get it through the Maritime Commission, 

Wuirte. Then we contact the Maritime Commission. 

H. M., Jr. Let Basil Harris do it. 

Wuirte. Then we can just give him the problem. 

H. M., Jr. I think that covers that, doesn’t it? 

PULESTON, Yes. 

H. M., Jr. You are not breaking any confidences? 

PULESTON, Oh, no. 

H. M., Jr. You see what this would do? 

PuLEsTON. I do. I think it is a splendid idea, It will help me, 

H. M., Jr. You have no staff. 

PuLestTon. No, it will help me. 

Corron, And then we will get up the basic document every two weeks. 

Wulire. Yes. 

eH. M., Jr. Will you [Captain Puleston] turn over what you have to White 
and you [Viner] turn over what you have to White? Seeing that you had the 
idea, is it all right? 

VINER. Sure. 

Wuire. There would be more than a question of turning it over. It is a ques- 
tion of working together on this. 
VinEr. I will keep in touch with Harry, 
H. M., Jr. I would like to talk to Puleston a minute. 


Exursit No. 4 





Transcript of Diary, Book 219, pp. 266-271, October 27, 1939 


why 


Memorandum from White to Secretary Morgenthau marked “Con- 
fidential.” It is a report to the Secretary on a meeting of a subcom- 
mittee of the Executive Committee on Commercial Policy attended 
by Harold Glasser, a subordinate of White’s in the Treasury. In the 
subcommittee, the forthcoming meeting of the Inter-American Finan- 
cial and Economic Advisory Committee was discussed. The latter 
committee had been recently created to consider the economic problems 
‘aised for Latin America by the outbreak of World War II. 


TREASURY DEPARTMENT 
INTER OFFICE COMMUNICATION 


Date: October 27, 1939. 
To: Secretary Morgenthau 
From: Mr. White 
[Notation: Confidential] 

1. Note page 4 for reference to creation of new Subcommittee. 

2. At the meeting it was stated definitely that the Subcommittee was to make 
its report to the Executive Committee on Commercial Policy. 

3. The Subcommittee was constituted to study and prepare a report on the 
problems involved and does not have any authority to confer or to participate 
in negotiations, 

4. When the report of the Subcommittee is made available to the Executive 
Committee on Commercial Policy it will become available to the Treasury for 
criticism, and the Treasury has one vote out of eight to approve or disapprove 
(in the Committee). 

It appears to me that this Subcommittee is four or five steps removed from 
actual operation of policy: (1) the Subcommittee reports to the Executive 
Committee on Commercial Policy; (2) the Executive Committee on Commercial 
Policy, after accepting the report, presumably passes it on to the Secretary of 
State; (3) the Secretary of State presumably passes it on to the President (or 
the informal committee consisting of Welles, Jones and yourself); (4) that 


subcommittee passes it on to the American delegate on the Inter-American 
Committee. 
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It is possible that the Executive Committee on Commercial Policy might short 
circuit the formal routing, but it is not clear to me on what authority the Exec- 
utive Committee on Commercial Policy could give instructions or recommenda: 
tions to the American delegate directly rather than through the President or 
his appointed committee, 


{Strictly confidential] 
MINUTES 


MEETING OF THE EXECUTIVE COMMITTEE ON COMMERCIAL Poticy HELp 
OcroBeR 20, 19389 
Present: 
State: 
Mr, Grady, Chairman 
Mr, Feis 
Mr. Hawkins 
Mr, Deimel 
Mr. Saugstad 
Mr. Alger Hiss 
Mr. Carr 
Treasury: Mr. Glasser 
Agriculture: Mr. Wheeler 
Commerce : 
Mr. Rawls 
Mr. Domeratzky 
Mr. Wood 
Labor: Mr. Lubin 
Tariff Commission: 
Mr. Stevens 
Mr. Ryder 
Mr. Smith 
Maritime Commission: Mr. Truitt 
Army and Navy Munitions Board: 
Major Sadler 
Lieutenant Lowrie 

1. The minutes of the meeting of October 13, 1939, were approved. 

2. Silwer for furs. 

It was reported orally that the Committee on Trade Agreements had con- 
sidered the question of silver fox furs referred to it by the Executive Committee 
on Commercial Policy and had decided that the Canadian Government should 
be approached at once with a view to ascertaining what its attitude might be 
toward action in this matter if action should be found to be desirable, that the 
Canadians had therefore been approached in this connection, and that a reply 
was expected shortly. It was further reported, however, that the Committee on 
Trade Agreements had not been able to reach any decision as to what course of 
action should be taken in the event that a limitation on imports of silver fox furs 
should be found to be warranted although consideration had been given to the 
following possibilities : 


(1) Supplementary trade agreement with Canada, providing for a limita- 
tion on imports. 

(2) Voluntary agreement on the part of foreign suppliers to limit exports 
to the United States. 

(3) An agricultural marketing program in connection with which a lim- 
itation on imports could be imposed under the terms of the Canadian trade 
agreement, 

(4) Legislation providing general executive authority for the limitation 
of imports under certain conditions related to the war. 


It was pointed out that only the first and second alternatives offered pros- 
pects for early action but that neither of them precluded action later under one 
or the other of the last two alternatives. 

After considerable discussion, the Committee, voting by Departments, decided 
to recommend that “action be taken looking toward a supplementary trade 
agreement with Canada in which limitation will be imposed upon imports of 
silver fox furs”, 


82918—55—pt. 28-3 
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The Departments of Commerce and Agriculture, the Tariff Commission, and 
the Maritime Commission voted in favor of the motion. The Departments of 
State and Labor were opposed. The Treasury reserved its vote. The Army and 
Navy Board preferred not to vote. 

8. Subcommittee on Inter-American Economic Problems. 

The attention of the Committee was called to the fact that, in view of the 
effect of war conditions on international economic relations, the recent con- 
ference of Foreign Ministers at Panama had created an Inter-American Financial 
and Economic Advisory Committee to consider inter-American problems pertain- 
ing to finance, trade, transportation, credit and related matters, and that this 
Committee, on which each of the twenty-one American republics, including the 
United States, will be represented, will hold its first meeting at Washington on 
November 15, 1939. It was pointed out that many of the problems to be dealt 
with by the Inter-American Financial and Economic Advisory Committee would 
involve matters of interest to the Executive Committee on Commercial Policy 
and would come before it for consideration. It was proposed, therefore, that 
the Committee set up an interdepartmental subcommittee, with the Chairman 
of the Executive Committee on Commercial Policy as the subcommittee chair- 
man, to function with reference to the Government’s participation in the work 
of the Inter-American Financial and Economie Advisory Committee. This pro- 


posal was acted upon favorably by the Committee and the new subcommittee 
was requested to— 

















(1) Make an early preliminary report concerning the problems involved 
in the United States’ economic relations with Latin America and to include 
therein suggestions for an agenda which the United States representative 
might submit to the Inter-American Financial and Economie Advisory 
Committee at its first meeting on November 15, and 

(2) Prepare, afterwards, a comprehensive study of the United States’ 


relations with Latin America with particular reference to the effect thereon 
of the present conflict in Europe. 






































The Chairman stated that he would take up at once with members of the 
Committee or with the heads of interested Departments and Agencies the matter 
of representation on the subcommittee. 

4. Wool. 

With reference to the telegram recently sent to London at the instance of the 
Committee and with the approval of the President, requesting certain informa- 
tion from the British regarding the sale of wool in the American market, the 
Chairman reported that a reply had been received to the effect that, although 
the British were not yet able to furnish definitely the information requested, 
it was their intention to make adequate provision for American wool requirements 
at reasonable prices. 

With reference to the meeting on wool recently held in the Department of 
Commerce, it was reported that all of the various wool interests had been repre- 
sented and that the concensus of opinion in the trade was that no action on the 


part of the Government at the present time was required to insure adequate 
supplies of wool. 


5. Iron and Steel Scrap. 

The Chairman reported that the Committee’s report on iron and steel scrap 
had been approved by the President. 

A-G: RC: MEG 


Exuisit No. 5 


Transcript of Diary, Book 224, pp. 199-200, November 28, 1939 


A memorandum from White to Secretary Morgenthau’s secretary, Mrs. Klotz, 
accompanying an outline of a proposed Inter-American Bank. This bank was 


not created, but the proposal for it led eventually to the International Fund 
and Bank, 





TREASURY DEPARTMENT 
DIVISION OF MONETARY RESEARCH 


Date: November 28, 1939. 
To: Mrs. Klotz 
Appended is a hurried outline of the possible merits of the Inter-American 


Bank plan that Mr. Welles and Mr. Berle may discuss with the Secretary this 
afternoon. 
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I think it may be worth while for the Secretary to glance at it so that he will 
be acquainted with some of the background in the event the matter should be 
raised. 

{[Notation: ree’d 12: 55.] 


Mr. WHITE 
Branch 2058—Room 208 


TREASURY DEPARTMENT 


INTER OFFICE COMMUNICATION 


Date: November 28, 1939. 
To: Secretary Morgenthau 
From: Mr. White 
Subject: Proposed Inter-American Bank 

A proposal to establish an Inter-American Bank was discussed at the Seventh 
and Eighth Pan-American Conferences and has been widely talked about for 
years. 

Not knowing the specific features of the proposal now being discussed we can- 
not evaluate it but there is enough merit in the idea to warrant careful considera- 
tion before any comment as to its feasibility is ventured. Though it is very easy 
for these proposals to take on Utopian and unimpracticable [sic] character, it 
is possible that a plan could be developed which would have important advantages, 

We presume the plan will have at least the following features: 

1. The power to extend short-term credits to Latin American countries. The 
volume of credits which it might be able to extend is dependent upon the amount 
of capital contributed by the various countries. By being given power to accept 
deposits and issue some form of special notes the bank might be able to lend on 
short-term sums substantially in excess of its capital assets. The advantages 
of having such an institution perform the function of short-term credits rather 
than the United States Government are: 

(a) Latin American countries may be able to borrow without waiting 
for difficult debt adjustments. This would be regarded as an advantage in 
the case of some countries but a disadvantage in the case of other countries. 

(b) There would be less danger of defaulting on these obligations if the 
creditor were an Inter-American Bank than if it were a wealthy country. 

(c) The charge of dollar diplomacy would be absent. 

2. It might be able to guarantee private short-term credits extended to Latin 
American countries. At present American firms and private banks hesitate to 
accept short-term notes or financial paper of Latin American Governments at 
low rates of discount. The new bank could assume the risk bearing function 
on a substantial scale and thus facilitate inter-American trade. 

3. It could serve as an international fiscal agent for Latin American coun- 
tries. It could hold deposits on reserve, transfer payments on foreign debts 
and in general do things which private banks do at a profit for Latin American 
countries, A substantial portion of this business is doubtless now done by New 
York and London banks. Whether the new bank could do it more cheaply than 
these banks is open to doubt. 

4. The bank could render technical assistance to Latin American countries. 
It is possible that the bank might build up a corps of experts who could per- 
form a useful service in advising Latin American countries on their financial 
and economic problems. 

5. Collection of information and compilation of statistics. It could publish 
a monthly bulletin which would be a primary source of financial economic data 
relating to Latin American countries. However, the duties of the Pan Ameri- 
can Union could readily be expanded to perform this function. 

6. The Inter-American Bank may be able to develop procedures to facilitate 
the granting of long-term loans and the settlement of outstanding debts. The 
Bank may provide a vehicle for bringing private capital investments into Latin 
America. How far it is possible to go in this part is doubtful but a successful 
bank may be able to achieve some success in this line in time. 
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Exurnit No. 6 
Transcript of Diary, Book 230, pp 372-373, December 19, 1939. 


A letter from Adolph A. Berle, Jr., Assistant Secretary of State, 
to Secretary Morgenthau in which he says that Mr. White, on behalf 


of the Treasury, is “maintaining close touch with”, the plans for an 
Inter-American Bank. 


DEPARTMENT OF STATE, 
Washington, December 19, 1939. 
The Honorable HeNry MORGENTHAU, Jr., 
Secretary of the Treasury. 

My Dear Mr. Secretary: Let me acknowledge with thanks, your courteous 
letter of December 15th relating to the exploration of a proposed inter-American 
institution designed to promote a greater degree of cooperative responsibility 
and participation in the economic and financial development of the Americas. 

I need hardly say that I am very glad of this indication of your view in the 
matter. Since Mr. White, on behalf of the Treasury experts, is maintaining 
close touch with the proceedings, I shall take the liberty of asking him to keep 
you fully informed as the discussion progresses, so that we may have the bene- 
fit of your views on the specific problems as they arise. 

My understanding is that the Committee hopes to get the matter forward 
so as to have a concrete suggestion which they may present by the first week 


in February—which may or may not be possible, depending on circumstances. 
Iam 


Sincerely yours, 
Avotr A. BERrE, Jr., 
Assistant Secretary. 


Exuisit No, 7 
Transcript of Diary, Book 267, pp 19-20, May 28, 1940 


Telephone conversation between Secretary Morgenthau and White 
about the availability of tungsten for export to Great Britain. Arthur 
Purvis, mentioned in the conversation, was head of the British Pur- 
chasing Commission, White, at this time, was in charge of buying 
10,000 tons of tungsten from China. The bill mentioned at the end 


of this document is believed to have been a tax bill which was signed 
May 29, 1940. 
May 28, 1940 
4:10 p. m. 
H. M. Jr. Hello. 

OprerATOR, Mr. White in Mr. Bell’s office. Go ahead. 

H. M. Jr. Harry. 

Harry WHITE. Yes, sir. 

H. M. Jr. Purvis just called me and the first thing he’s going to do tomorrow 
morning at 9: 00 is talk about tungsten. 

W. Right. 

H. M. Jr. And so can you have a memorandum and be here yourself a little bit 
before 9: 00 with the memo? ... 

W. Right. 


H. M. Jr... . on tungsten, and then he’s also going to ask me about whether 


we've done anything about a re-export clause to control these things, both tin 
and tungsten ... 


W. Yeah. 

H. M. Jr. ... and you might ask Foley and find out from the Attorney Gen- 
eral, and I’m going to pin this on you and I'd like you here a little bit before 9: 00. 

W. On tungsten and on the re-export of strategic commodities, 

H. M. Jr. Right. 

W. Ah—before—I think that Danny—we’re doing something here and Mr. 
Bell will want to get in touch with you before you get home to sign something. 
Have you got a minute to talk to Danny now? 
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H. M. Jr. Ah—if he'll wait a couple of minutes, and if he'll hold my hand and 
push it, I'll sign it. 
. Will you be in there? 
. M. Jr. I’m in the office and give me three minutes and I'll... 
. Well, it won’t be ready in three minutes. Are you going to be there a 
longer than three minutes? 
. M. Jr. I hope not! Yes, I will. 
. You will. 

H. M. Jr. How long will you fellows want. 

W (aside). How many more minutes do we need? 

Well, an hour. Will we be able to go up to your house and get your signature, 
because we will have to arrange, possibly, for the President’s signature today. 

H. M. Jr. All right, I can be seen after seven o’clock, 

W. At your home. 

H. M. Jr. Between seven and seven-fifteen, at my home. 

W. I'll pass that to Mr. Bell. (aside) And you'll be able to get in touch 
with—with the President to get his signature for that day, or date it today. 
Ah—ah—Well, that’s what the leaders do. (Laughs) All right, I'll tell him 
you'll arrange it. 

H. M. Jr. (Laughs). O.K. 

Exit No. 8 


Transcript of Diary, Book 389, p. 436, April 18, 1941 


A letter from Secretary Morgenthau to Leon Henderson, Administrator of the 
Office of Price Administration and Civilian Supply, designating White as one of 
several Treasury representatives on the Price Administration Committee. 


Apri 18, 1941. 

Dear Leon: I enclose for your information copy of a letter which I have to- 
day addressed to Messrs. Joseph J, O’Connell, Jr., George C. Haas, and Harry 
D. White, officials of the Treasury Department. 

Mr. O'Connell, you will note, has been designated as my alternate on the Price 
Administration Committee, established under the provisions of section 4 of Execu- 
tive Order No. 8734 of April 11, 1941. Messrs. Haas and White are to assist Mr. 
O’Connell in this work and may represent him in meetings of the Committee. 

Sincerely yours, 
(Signed) H. MoreentHay, Jr. 
Secretary of the Treasury. 
Mr. LEON HENDERSON, 
Administrator, Office of Price Administration and Civilian Supply, 
Office for Emergency Management, Washington, D. C. 


WNT: nms 
Exnurstit No. 9 


Transcript of Diary, Book 462, pp. 381-389, November 17, 1941 


A letter from Secretary Morgenthau to A. A. Berle, Assistant Secretary of 
State, informing him that White will act as the Treasury representative on 
United States-Canada Economic Problems. The chief of these problems was a 
recent Canadian regulation restricting the amount of money which could be 
taken by travelers from Canada. Related documents follow. 

NoveMBER 17, 1941. 

My Dear Mr. Berte: The President has sent me a copy of letter addressed 
to him by Dr. Alvin H. Hansen, U. 8S. Chairman of the Joint Economic Com 
mittees of the United States and Canada, transmitting a resolution of the Joint 
Economic Committee which recommends that travel beween the two countries 
should be liberalized. He has asked this Department, along with your Depart- 
ment and the Department of Justice, to explore this matter and he has told me 
that he has asked you to keep in touch with us on this subject. 

I shall be glad to see you now or later and to help in every way possible. I 
have asked Mr. H. D. White, who is a member of the Joint Economic Committee, 
to investigate what steps the Treasury can take and he will be available for any 
conferences or discussions which you may deem necessary. 

Sincerely yours, 
(Signed) H. MorcentHav, Jr. 
Secretary of the Treasury. 
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The Honorable Apotr A, BERLE, 
Assistant Secretary of State, State Department, 
Washington, D.C. 
VFC: ien 
11/13/41 
NOVEMBER 17, 1941, 

My Dear Mr. PRESIDENT: In accordance with the request in your letter of 
November 7, 1941, and the recommendations of the Joint Economic Committees 
of the United States and Canada, the Treasury Department will be very glad to 
cooperate with the Departments of State and Justice to explore the possibility of 
liberalizing the regulations concerning travel between the United States and 
Canada. 

I have written to Mr. A. A. Berle, Jr., Assistant Secretary of State, to inform 
him that we are ready to consult with him upon this matter. 

Sincerely yours, 
(Signed) H. MorcentTHaAv, Jr. 
Secretary of the Treasury. 
The PRESIDENT, 
The White House, Washington, D. C. 

VPC: ton, 

11/13/41. 
Copy furnished to Dr. White per Secretary’s instructions 11/10/41. 


NOvEMBER 7, 1941, 

My Dear Mr. Secretary: I enclose herewith a copy of a letter dated October 
22, 1941, addressed to me by Dr. Alvin H. Hansen, United States Chairman of the 
Joint Economie Committees of the United States and Canada, transmitting a 
resolution of the Joint Economic Committees, recommending that the Govern- 
men‘s of Canada and the United States undertake, so far as consistent with 
national safety and the necessity of Canada to conserve her supplies of foreign 
exchange, to liberalize the regulations now limiting the traditional freedom of 
travel across the common boundary. 

I believe that the objectives embodied in these recommendations are desirable, 
and I am therefore requesting your Department and the Departments of State and 
Justice to explore what steps can effectively be taken to accomplish the desired 
ends. In order that there may be some unity in this work, I am asking Assistant 
Secretary of State, Adolf A. Berle, Jr., who is also an occasional member of the 


Joint Economic Committees, to keep in touch with your Department on these 
matters. 


Very sincerely yours, 
; FRANKLIN D. ROOSEVELT. 
Enclosure: From Dr. Alvin H. Hansen, October 22, 1941, 


The Honorable HENRY MorGENTHAU, Jr., 
Secretary of the Treasury, 
Washington, D. C. 


[Copy] 


30ARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, October 22, 1941. 

Dear Mr. Prestvent: I enclose a resolution of the Joint Economic Committees 
of Canada and the United States, signed by the respective chairmen of the na- 
tional committees, recommending that the Governments of the United States and 
Canada undertake, so far as consistent with national safety and the necessity 
of Canada to conserve her supplies of foreign exchange, to liberalize the regu- 
lations now limiting the traditional freedom of travel across the common 
boundary. 

The Joint Economic Committees feel that while this problem in the United 
States is primarily an administrative one concerning the passport and visa re- 
quirements of the Department of State and the immigration regulations of the 
Department of Justice, it has economic ramifications of importance. Their prin- 
cipal concern, however, is to remedy the anomalous situation in which the two 
countries are moving toward closer collaboration in economic questions but pull- 
ing apart in personal contacts between their peoples. 
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oe 


The Committees further recognize that the restrictions on pleasure travel in 
the United States imposed by Canada have been required by the exigencies of 
conservation of United States dollar exchange. They raise the question, however, 
whether the United States might not be prepared to make some financial arrange- 
ment or concession which would enable the Canadian Government, if it is agreed 
upon the desirability of such action, to liberalize these restrictions in some de- 
gree. In the United States, this question presumably falls within the compe- 
tence of the Department of State and the Treasury Department. 

The Joint Economic Committees would appreciate, in the event you concur in 
the wisdom of the proposals indicated, that you direct the Department of State, 
the Department of Justice, and the Treasury Department to explore what steps 
can effectively be taken to accomplish the desired ends. 

faithfully yours, 
ALVIN H. HANSEN, 
Chairman, United States Committee. 
The PRESIDENT 
The White House, Washington, D.C. 


[Copy] 


RESOLUTION OF THE JOINT ECONOMIC COMMITTEES OF CANADA AND THE 
UNITED STATES 

The Joint Economic Committees 

(1) Having viewed with regret the evident diminution in the intimacy be- 
tween the peoples of Canada and the United States which has resulted from 
the imposition of restrictions on the traditional freedom of travel across the 
common boundary, and 

(2) Having recognized that these restrictions have numerous economic aspects, 
particularly as they relate to mobility of labor between the two countries and 
to the control of foreign exchange, and 

(3) Having recognized that this is likely to add to the difficulty of estab- 
lishing that unity of feeling which is essential for the full collaboration of the 
governments and peoples in the national defense efforts of the two countries, 
and 

(4) Having recognized the basic inconsistency between these developments 
and other efforts of the two governments directed toward increasing cooperation 
between Canada and the United States ; 

Recommend : 

(1) That the Government of the United States study anew its passport and 
visa requirements for Canadians crossing the Canadian-American border, with 
a view to liberalizing the regime as far as consistent with national safety, and 

(2) That the Canadian Government give periodic study to the degree to which 
it is in a position to liberalize its exchange regulations so as to permit a greater 
travel of Canadians in the United States, and that the appropriate officials of 
Canada and the United States discuss these matters from time to time in their 
administrative and financial aspects. 

Signed : 

W. A. MACKINTOSH, 
Canadian Chairman, 
ALVIN H. HANSEN,, 
United States Chairman. 
Date : October 11, 1941. 


Exuisir No. 10 


Transcript of Diary, Book 470, pp. 82-89, December 8, 1941 


Meeting of Secretary Morgenthau with high Treasury officials in 
which he announces that he is giving White the status of an Assistant 
Secretary and putting him in charge of all foreign matters. During 
the meeting, the Secretary telephoned Secretary Hull to inform him 
of White’s new duties. Secretary Morgenthau also announces that 
Merle Cochran, in charge of the Stabilization Fund, has resigned 
from the Treasury in protest. The Secretary’s reason for elevating 
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White was America’s entrance into World War II, which had come 
about the previous day. 
December 8, 1941 
11 a. m. 

Present: Mr. Bell, Mr. Foley, Mr. Thompson, Dr. White, Mr. Cairns, Mrs. Klotz. 

H. M., Jr. What I wanted to tell you people is this. I have spoken to each of 
you individually, except Norman, and that is this, Norman: in order to have the 
least friction, as far as I am concerned, and to make life easier for me and at 
the same time if it is easier for me it’s better for the Treasury, I want to give 
Harry White the status of an Assistant Secretary. I can’t make him an Assistant 
Secretary. I want to give him the status just as though he were and he will 
be in charge of all foreign affairs forme. See? 

Now, I have talked to each person, in turn, and it’s agreeable to everybody 
but Merle Cochran and he has asked me to have him transferred back to the 
State Department, which I am going to-do, because I cannot—I mean, everybody 
else said “Fine! Glad to do it!’, but Merle said he could not and wanted to be 
transferred, so I have a callin for Mr. Hull, and that’s that. 

(Mr. Cairns came in at this point.) 

H. M., Jr. You’re [Mr. Cairns] representing Mr. Gaston here. I just said I 
have talked to each person separately so everybody knows this. I am giving 
Harry White the status of Assistant Secretary of the Treasury in charge of 
foreign affairs that come to the Treasury. Everybody is entirely agreeable 
except Merle Cochran and he has asked to be transferred back to the State 
Department, which I am asking, and that means that the things that I have to 
pass on, that I have to know about, that have to do with foreign affairs, Harry 
has to know about. 

Mr. Gaston said, “Does that mean, well, if I want to call up Breckenridge 
Long, I should first talk to Harry?” I said, “Yes.” He said, “That’s entirely 
agreeable.” 

Foley will continue as chairman of his committee, but if it is a foreign matter 
or something like that he wants me to know about, he will discuss it with Harry 
and Harry will come in to me with Foley. In other words, the way it is now, 
nobody knows everything that is going on except me and I don’t always know. 

Mr. Bett. That’s true. 

H. M., Jr. I want it in one brain and I want it in Harry White’s brain. He 
will tell Bell as much as Bell wants to know. If Bell wants to know it all, he 
will tell Bell everything, as much as Bell wants to know. That’s up to Bell. 

Mr. Betz. I would like to be informed. At times I am Acting Secretary and 
it’s a little difficult to pick up loose ends, 

H. M., Jr. That’s the purpose of this meeting. If you want to know all of it, I 
want to know all of it, it’s his responsibility to service you as I expect him to 
service Mr. Hull. But the questions—when it is some question of foreign matters, 
Harry will come in and see me and I will give him a decision and when the 
decision is made he will tell you about it. If it in any way crosses anything that 
you have got, he will come in first and see you and ask your views. Is that all 
right? 

Mr. Bett. He will not cross me, because I take it China will go over there, 

H. M., Jr. That's right. 

Mr. Bett. So he will handle China and I will be in on the same side as you. 

H. M., Jr. That’s right. But I told Harry that where there is a decision, any- 
body in the Treasury affected, he will first talk to them before he comes to see 
me so everybody will have a chance to talk to Harry before he comes to me so 
that on every question there can never be a time “Mr. Morgenthau, you decided 
on that. I did not have a chance.” So Harry will see that person and talk 
to him and he says, “I don’t agree with you, Harry”. “Well, come on in. We 
will both see the Secretary.” 

Mr. Betu. Certainly. 

H. M., Jr. But there has to be one brain cell and not as it is now. Is that all 
right, Dan? 

Mr. Betu. Fine! Swell with me! 

Mr. THompson. I assume he will continue to have the same title as Assistant 
to the Secretary. 

H. M., Jr. He hasn’t got that. 

Mr. THompson. Oh, yes! 

H. M., Jr. I want something drawn up. 

Let's just go a little slowly. Bell, have you any suggestions? 
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Mr. Bett. I have a question. What are we going to do with the Stabiliza- 
tion Section? 

Dr. WuiTe. I will have some suggestions to offer and discuss it with Dan 
before it comes to you. 

H. M., Jr. Will you? What else, Dan? 

Mr. Betu. That’s all, for the moment. 

H. M., Jr. (to Mr. Cairns). For Mr. Gaston? 

Mr. Carrns. The only thing hot at the moment is the censorship problem and 
Hoover is to be the censor until a civilian can be appointed. Treasury will 
administer censorship of tangible communications otherwise than in the mails. 

Dr. Wuite. Huntington, I don’t believe the Secretary wants to discuss this 
here. 

H. M., Jr. What I mean, is there anything Mr. Gaston has to do as between 
State and Treasury which I ought to know and, putting Harry in this position, 
he should know ? 

Mr, Cartrns. The only thing is censorship. State is tremendously interested 
in it. 

Dr. Wuirte. I will get in touch with him. 

H. M., Jr. Ed? 

Mr. Forey. No. The only suggestion I have is that Harry sit in on Foreign 
Funds meetings whenever he can. I think it will help him. 

Mr. Forry. [H. M., Jr.] Don’t you now? 

Mr. Fotry. He does occasionally. He always has a couple of people in. 

H. M., Jr. It’s taking two good men, you [Foley] and Harry. 

Mr. Bett. How many meetings a week? 

Mr. Fotey. A couple of times a week; sometimes once. We can work it out 
with Harry. I can send minutes of the meetings to Harry just as I do to you 
now. If there is anything Harry wants to raise, if he has not been in on the 
meeting, we can straighten it out, but our fellows and Harry’s fellows [work] 
very closely together and I daresay nothing has been done in Foreign Funds that 
I know of that Harry’s people did not know about and did not approve. Is that 
right? 

Dr. Wnuite. That’s definitely true. 

H. M., Jr. Norman, do we need anything? 

Mr. THompson. I think we can prepare a little order putting it into effect. 

Mr. Bex. I would make your order public. 

H. M., Jr. You would? 

Mr. Betz. I think I would. I think it sets up a little section in the Treasury 
to handle this matter and gives Harry a better status publicly. 

H. M., Jr. Well, think that over, Harry. 

Dr. Wuire. I don’t see that it is necessary. Let me think about it, but as 
far as functioning is concerned, Dan, you don’t have any suggestions? 

Mr. Bett. No. Not now. I will thinkit over. I think it is all right. 

H. M., Jr. I have had a preliminary talk with Dan. Dan and I have talked 
to everybody else. 

(At this point, H. M., Jr. spoke with Secretary Hull and copy of their telephone 
conversation follows this page.) 

December 8, 1941 
11: 08 a. m. 

Operator. The Secretary is on the line. 

H. M., Jr. Hello. 

CLERK. Mr. Secretary, Secretary Hull is coming right on. 

Secretary Hutu. Hello, Henry. 

H. M., Jr. Hello, Cordell. 

H. Yes, sir. 

H. M., Jr. This is only a small matter, but nobody could handle it but you. 
I’m rearranging my organization here in the Treasury where we deal in foreign 
affairs and where we deal with you. 

H. Yeah. 

H, M., Jr. And I wanted to center it in one person so that we wouldn’t have 
two or three people calling up the State Department. It would be one person, 
you see? 

H. Yes. 

H. M., Jr. And I—the person I’m designating is Harry White. 

H. Yes. Well, he’s a mighty suitable man. 

H. M., Jr. I wanted to know whether that would be agreeable to you. 
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H. Yes. He’sa very high-class fellow. 

Ai, Bs BED. . WO OU 22 © 

H. Capable. 

H. M., Jr. ... everybody in the Treasury is pleased with it—Mr. Bell and 
Mr. Gaston and Mr. Foley. They’re all pleased. 

H. That’s good. 

H, M., Jr. But Merle Cochran is not. 

H. You say he’s not pleased? 

H. M., Jr. No. He’s asked me to ask you to have him transferred back to the 
State Department. 

H. Oh, I didn’t know that. 

H. M., Jr. Well, I just took this up this morning and talked to everyhody ‘>- 
dividually to ask them... 

H. Yeah, 

H. M., Jr... . and everybody was delighted and said it would be helpful; but 
Merle Cochran said that he... 

H. What—did he want to do that himself? 

H. M., Jr. Yes. 

H. Yes. Well, he’s—of course, he’s a very capable fellow. 

H. M., Jr. A very capable fellow, but—and he’s been extremely useful to me, 
but he didn’t like the arrangement and he said he’d like to be transferred back. 

H. Yeah. Well, I’ll take it up with my folks then if you say so. 

H. M., Jr. I wish you would, please. 

H. Yes. All right, Henry. 

H. M., Jr. Thank you very much. 

H. All right. 

Mr. Bett. He said he would? 

H. M., Jr. He would. Ought that be done in writing? 

Mr. THompson. To the State Department? I don’t think you need to put 
your request in writing. 

H, M., Jr. You might look up when I asked originally that he be loaned to us 
and if I did—look up and see if there is a letter and if there is, in this letter 
I would like to say “very valuable service he has rendered to us during this 
time’—which he has—and I greatly appreciate the fact that the State Depart- 
ment has let us have him during this time, but at Mr. Cochran’s request he would 
like to be transferred back to the State Department. 


Mr. Bett. Would you do that anyhow, whether or not you did it in the first 
instance? 


H. M., Jr. Yes. 
Mr. Betu. I think it would be a nice thing to do. 
H. M., Jr. I think he has earnedit. I think he has earned it. 







Exutsrr No. 11 
Transcript of Diary, Book 517, p. 222, April 17, 1942 


A transcript of a telephone conversation between Secretary Mor- 
genthau and Jesse Jones, Chairman of the Reconstruction Finance 
Corporation, in which the Secretary puts White in charge of the 


negotiations for blocked sterling in Great Britain owed to American 
motion picture companies. 


April 17, 1942 


2:40p. m. 
H. M., Jr. Hello. 


JONES, Henry? 

H. M., Jr. Yes, Jesse. 

J. How are you? 

H. M., Jr. I’m alive. 

J. Henry, a friend here who’s—it’s a—the motion picture fellows, you know 
have a lot of blocked money in England and Australia and around. They wonder 
if there could be any way that you could take—say, for instance—use the blocked 
sterling in some of your payments. ... 

H. M., Jr. I don’t know, but if they’d come over and see Harry White, he'd be 
glad to listen to them. 
J. I'll send them over to see Harry. 
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. M., Jr. Would you do that? 
J. Certainly will. I wonder if he could do it this afternoon? 
owen COs BR ss 
. I'll put in—I’'ll make the appointment. 
.M., Jr. Will you? 
. Pi eall him. 
. M., Jr. Righto. 
. Thank you very much, 
H. M., Jr. Thank you. 
J. Bye— 


Exuisit No. 12 


Transcript of Diary, Book 528, pp. 296-303, May 15, 1942 


Telephone conversation between Secretary Morgenthau and White 
in which the Secretary informs White that he has taken his plan for 
an International Fund and Bank referred to as White’s “magnus 
opus” (sic) to President Roosevelt. The Secretary also mentions an 
investigation by White of alleged Nazi activities in Argentina. The 
conversation is followed by a draft memorandum by White on Ar- 
gentina to which is clipped a note saying that the memorandum was 
not adapted to the Secretary’s purpose. It is followed by a holograph 


note by the Secretary saying that “White should send some extra good 
man to Argentina.” 


May 15, 1942 
4:23 p.m. 

H. M., Jr. Hello. 

Operator. Mr. White. 

H. M., Jr. Oh, yes. Hello. 

Harry White. Hello. 

H. M., Jr. Harry. 

W. Yes, sir. 

H. M., Jr. The President said to carry on our investigation in Argentine. 

W. Yeah. 

H. M., Jr. To continue. 

W. Yeah. 

H. M., Jr. See? 

W. Yeah. 

H. M., Jr. And if the situation got bad enough, he personally would bring it 
to the attention of the various republics of South America. 

W. I see. 

H. M., Jr. See? 

W. All right. 

H. M., Jr. Continue our study. 

W. Okay. f 

H. M., Jr. Now, I think that you ought to send one of the very ablest men that 
you have to the Argentine. 

W. All right. Well, we'll talk it over and we’ll have a recommendation for you. 
une M., Jr. Right. And the other thing, your—the work of your life—I can’t 
Wee: a «3 

W. (Laughs.) I hope not. 

H. M., Jr. What’s the Latin word? 

W. Magnus opus? 

H. M., Jr. Yes. 

W. Well, it’s hardly in that case, but anyhow... . 

H. M., Jr. Well, the first blush on it, the President liked it. 

W. Yes. Well, that’s good. 

H. M., Jr., And he wanted me immediately to give it to Hull, and I said, “No, 
I pag ron to study it and if you like it, it can only happen if you get behind it.” 

. Yeah, 

H. M., Jr. “And then if you like it well enough, then I’m willing to take it to 
Mr. Hull.” 

W. Isee. Very good move. 

H. M., Jr. So I thought you should know that 








2302 INTERLOCKING SUBVERSION IN GOVERNMENT 


W. That’s a very good move. Well, we have some copies on that and we're 
ready to give it to him, 

H. M., Jr. All right. 

W. Yeah. 

Okay. Well, that’s fine. Well, you think he may read it then over the week- 
end? 

W. Well, that’s good. All right. We'll get in touch—I’ll get in touch with 
the lawyers on the other thing, and we’ll have some sort of a recommendation 
prepared for you. 

H. M., Jr. Good-bye. 

W. All right. Good-bye. 


TREASURY DEPARTMENT DIVISION OF MONETARY RESEARCH 


Date May 15, 1942, 
To: Mrs. McHugh. 
From: L. Shanahan 
Mr. White took the original of this to the Secretary this morning. 
The Secretary felt it was not adapted to his purpose, so did not use it. 


THE SECRETARY OF THE TREASURY 


WASHINGTON 
Memorandum to the President 


PROPOSAL TO DEAL With Axis ACTIVITY IN ARGENTINA 


1. Having in mind the growing evidence that Argentina is being used as the 
focal point for Axis activities in this hemisphere, I proposed to the Board of 
Economic Warfare at its meeting on May T7 that the Board consider the steps 
which might be taken to prevent the use of the American monetary system by 
Argentine nationals for purposes which would aid the enemy. I proposed specifi- 
cally that consideration be given to extending foreign funds control to Argen- 
tina as it now applies to the four European neutrals. This would be done by the 
issuance of a Presidential Order simultaneously with the granting of a general 
license permitting legitimate Argentine transactions to be freely conducted. 

After some discussion in the Board the Vice President appointed & committee 
consisting of State, Treasury, Commerce, and the Board of Economic Warfare to 
report to the Board at its next meeting on May 21. The Treasury Department 
prepared the attached memorandum, At the committee’s meeting on May 12 the 
following points were brought out: (a) There is considerable evidence of Axis 
activity in Argentina to our distinct harm; (b) the State Department opposes 
extending freezing control to Argentina in view of its possible effect on our Good 
Neighbor policy. It was unanimously agreed to present a report to the Board of 
Economic Warfare at its next meeting. 

2. You may be interested in knowing how Argentina is being actively used by 
the enemy to undermine our war effort. 

The Argentine Government has done nothing to prevent Axis funds from find- 
ing refuge in Argentina. The absence of effective control in Argentina has per- 
mitted it to be used by the Axis to cloak important economic and financial opera- 
tions. We have numerous instances in which Argentine companies are holding 
large sums for Axis nationals or the nationals of occupied Europe. While it is 
possible for us to ferret out a few of these companies and to freeze them on an 
individual basis, it is impossible to keep pace with the rapid maneuvers presently 
possible through Argentine companies without some over-all control. 

Argentina is an agency for the transfer of Axis funds. Argentina is the one 
remaining country from which currency and securities stolen in Europe by the 
Axis can be disposed of. Argentine banking institutions have permitted transfer 
of funds to and from the Axis which the banking institutions of other countries 
have refused to handle. Remittances from Argentina provide the Axis with large 
sums in free exchange. In fact, the Brazilian Government expressed to the 
Argentine Government its concern regarding the transfer of funds to and from 
Axis countries through Argentina. 

Argentina has recently concluded commercial and payments. agreements with 
Spain and France which facilitate transfers to and trade with Axis Europe. 
We are informed by the British that two German agents carrying quantities of 
leoted United States currency are enroute to Buenos Aires as members of the 
Spanish Commercial Mission. 
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It may also be pointed out that the Argentine Government has not broken off 
relations with the Axis; has taken suppressive action against the expression 
of views favorable to the United Nations and at the same time has freely per- 
mitted expressions in support of the Axis; has permitted Buenos Aires to be- 
come the center of Axis espionage and propaganda in Latin America; and the 
Acting President has selected several well-known pro-Nazis to act on his Advi- 
sory Council. In general, Argentina has taken no effective steps to carry out the 
resolutions adopted at the Rio Conference. 

3. We have received from other agencies supporting information concerning 
events and actions in Argentina which are inimical to our war effort. You may 
be particularly interested in memoranda from the Federal Bureau of Investiga- 
tion and the Coordinator of Information, which are attached. 

4. It should be emphasized that the proposal under consideration is aimed at 
preventing the use of the American monetary system for transactions by Argen- 
tine nationals on behalf of the enemy and that legitimate Argentine transactions 
would continue without restriction. 

f am fully appreciative of the complex political considerations which. as the 
State Department has indicated, are involved in placing Argentina under gen- 
eral license. I venture to suggest, however, that our 18 Latin American neigh- 
bors that have taken the risk of breaking off relations with the Axis feel that it 
is about time for us to make some clear differentiation between them and Argen- 
tina which is persistently sitting on the fence waiting to see who will win the 
war and which is carrying on or permitting such extensive financial, economic and 
subversive activities on behalf of our enemies. 


[Notations on paper] 


Cabinet May 15, 1942 
THE WHITE House 


WASHINGTON 


Put President Quezon on the air for War Bonds. 

Peter Od. $1.00. 

White should send some extra good man to Argentina, 
Concrete barge—self-propelled 


Exuisit No, 13 
Transcript of Diary, Book 528, pp. 321-332, May 15, 1942 


White’s memorandum on the International Fund and Bank, referred 
to in item 18, with a note of transmittal to President Roosevelt by 
Secretary Morgenthau. 

May 15, 1942. 
Memorandum for the President: 

I have had prepared in the Treasury the attached study of a Stabilization Fund 
for the United and Associated Nations and an International Bank for Recon- 
struction and Development. The purpose of these two agencies is to meet the 
inevitable post-war international monetary and credit problems—to prevent dis- 
ruption of foreign exchange and the collapse of monetary and credit systems, to 
assure the restoration of foreign trade and to supply the huge volume of capital 
that will be needed abroad for relief, for reconstruction, and economic develop- 
ment essential for the attainment of world prosperity and higher standards of 
living. 

I would like very much to have you read the appended extract from the study 
which briefly sets forth why preliminary work for the establishment of such insti- 
tutions should be entered into now, and gives some indication of their nature 
and scope. 

I am convinced that the launching of such 2. plan at this time has tremendous 
strategic as well as economic bearing. It seems to me that the time is ripe to 
dramatize our international economic objectives in terms of action which people 
everywhere will recognize as practic, powezful and inspiring. 

In the flush of success our enemies always dealt upon their “New Orders” for 
Europe and for Asia. There could be no more solid demonstration of our con- 
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fidence that the tide is turning than the announcement of the formulation in 
concrete terms, and the preparation of specific instrumentalities for what really 
would be a New Deal in international economics. 

If you think this idea is worth canvassing, I would like to ask the Board of 
Economie Warfare, State Department and Federal Reserve Board and other 
appropriate agencies to work with the Treasury on these plans with a view to 
your calling a conference to be held in Washington of Finance Ministers of the 
United and Associated Nations. In this connection you will remember that 
Resolution XV of the Rio Conference already commits the American Repub- 
lics to participate in such a conference. 

To give some idea of the ground that might be covered by a conference of 
that character, there is also appended a file of a few preliminary documents which 
includes a suggested agenda which might accompany the invitations, and a sug- 
gested program of the conference. 

(Signed) H. MorGentHAu, Jr. 


SuGGESTED PLAN FOR A UNITED AND ASSOCIATED NATIONS STABILIZATION FUND 


AND A BANK FOR RECONSTRUCTION AND DEVELOPMENT OF THE UNITED AND ASSO- 
CIATED NATIONS 


It is yet too soon to know the precise form or the approximate magnitude of 
post-war monetary problems. But one thing is certain. No matter how long 
the war lasts nor how it is won, we shall be faced with three inescapable 
problems: to prevent the disruption of foreign exchanges and the collapse of 
monetary and credit systems; to assure the restoration of foreign trade; and 
to supply the huge volume of capital that will be needed virtually throughout 
the world for reconstruction, for relief, and for economic recovery. 

If we are to avoid drifting from the peace table into a period of chaotic com- 
petition, monetary disorders, depressions, political disruption, and finally into 
new wars within as well as among nations, we must be equipped to grapple 
with these three problems and to make substantial progress toward their solution. 


Specific plans must be formulated now. 


Clearly the task can be successfully handled only through international action. 
In most discussions of post-war problems this fact has been recognized, yet to 
date—though a number of persons have pointed to the solution in general terms— 
no detailed plans sufficiently realistic or practical to give promise of accomplish- 
ing the task have been formulated or discussed. It is high time that such plans 
were drafted. It is time that detailed and workable plans be prepared providing 
for the creation of agencies with resources, powers and structure adequate to 
meet the three major post-war needs. 

Such agencies should, of course, be designed to deal chiefly with post-war 
problems. But their establishment must not be postponed until the end of 
hostilities. It takes many months to set up such agencies. First, a plan has 
to be perfected. Then it has to be carefully considered by a number of coun- 
tries. In each country, again, acceptance can follow only upon legislation. 
That alone will consume many months and possibly longer. And even when the 
plan is finally accepted, much time will be further consumed in the collection 
of personnel, and the performance of the preliminary ground work which must 
be done before effective operations can begin. Altogether, a year may be re- 
quired before a proposal can be transformed into an operating agency. 

Obviously, therefore, even though no important immediate ends will be. served 
by having such agencies functioning during war time, it will be an error to wait 
until the end of the war is in sight before beginning serious discussion of plans 
for establishing such agencies. No one knows how soon the war will end, and 
no one can know how long it will take to get plans approved and the agencies 
started. Yet, if we are to “win the peace,” which will follow the war, we must 
have adequate economic instruments with which to carry on effective work as 
as soon as the war is over. It would be ill-advised, if not positively dangerous, 
to leave ourselves at the end of the war unprepared for the stupendous task of 
world-wide economic reconstruction. 


Specific proposals will help win the war 
But there is an additional important reason for initiating at once serious dis- 
cussion of specific proposals. Such discussion will be a factor toward winning the 


war. It has been frequently suggested, and with much cogency, that the task of 
securing the defeat of the Axis powers would be made easier if the victims of 
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aggression, actual and potential, could have more assurance that a victory by 
the United Nations will not mean in the economic sphere, a mere return to the 
prewar pattern of every country for itself, of inevitable depression, of possible 
widespread economic chaos with the weaker nations succumbing first under the 
law of the jungle that characterized international economic practices of the pre- 
war decade. That assurance must be given now. The people of the anti-Axis 
powers must be encouraged to feel themselves on solid international ground, they 
must be given to understand that a United Nations’ victory will not usher in 
another two decades of economic uneasiness, bickering, ferment, and disruption. 
They must be assured that something will be done in the sphere of international 
economic relations that is new, that is powerful enough and comprehensive 
enough to give expectation of successfully filling a world need. They must have 
assurance that methods and resources are being prepared to provide them with 
capital to help them rebuild their devastated areas, reconstruct their war-distorted 
economies, and help free them from the strangulating grasp of lost markets and 
depleted reserves. Finally, they must have assurance that the United States 
does not intend to desert the war-worn and impoverished nations after the war 
is won, but proposes to help them in the long and difficult task of economic recon- 
struction. To help them, not primarily for altruistic motives, but from recogni- 
tion of the truth that prosperity, like peace, is indivisible. To give that assur- 
ance now is to unify and encourage the anti-Axis forces, to greatly strengthen 
their will and effort to win. 

Nor will the effect be on the anti-Axis powers alone. Whether within the Axis 
countries the will to fight would be weakened by such arrangements is not cer- 
tain, but assuredly it would not be strengthened. And certainly the people in 
the invaded countries, and the wavering elements in the Axis-dominated and 
Axis-influenced countries would be given additional cause to throw in their lot 
more definitely and openly with the anti-Axis forces if there is real promise that 
an orderly prosperous world will emerge from a United Nations victory. 


Two International Government Agencies must be established—a Stabilization 
Fund and a Bank for Reconstruction 


A vital part of that promise rests on international monetary and banking col- 
laboration. The United Nations and the Nations associated with them must 
undertake cooperatively two tasks as soon as possible: first, to provide an instru- 
ment with the means and the procedure to stabilize foreign exchange rates and 
strengthen the monetary systems of the United Nations; and second, to estab- 
lish an agency with resources and powers adequate to provide capital for eco- 
nomie reconstruction, to facilitate rapid and smooth transition from wartime 
economies to peacetime economies, to provide relief for stricken peoples during 
the immediate postwar period, to increase foreign trade, and permanently in- 
crease the productivity of the United Nations. 

Those two tasks should be kept distinct. Though in some of their facets and 
in many of their consequences there is considerable interdependence and inter- 
action, the two are different enough to call for separate instrumentalities. Each 
is sufficiently specialized to require different resources, different responsibilities, 
and different procedures and criteria for action. To supply the United Nations 
with necessary capital not otherwise available except possibly on too costly terms 
should be the function of a bank created for that specific purpose ; whereas mone- 
tary stabilization—a highly specialized function calling for a special struc- 
ture, special personnel, and special organization—would best be performed by a 
stabilization fund created to perform that special function. 

It is therefore recommended that immediate consideration be given to formu- 
lating plans for the establishment of two separate institutions: 

1. A United and Associated Nations Stabilization Fund, and 

2. A Bank for Reconstruction and Development of the United and Associ- 

ated Nations. 

While either agency could function without the existence of the other, the cre- 
ation of both would nevertheless aid greatly in the functioning of each. Doubt- 
less one agency with the combined functions of both could be set up, but it could 
operate only with a loss of effectiveness, risk of overcentralization of power, and 
danger of making costly errors of judgment. The best promise of successful op- 
eration seems to lie in the creation of two separate institutions, linked together 
by one or two directors in common. 
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Proposals must be drafted by experts of many governments mecting for that 
purpose 

It is hoped that some time soon, representatives of various interested govern- 
ments will meet in conference to explore the possibility of working out a plan for 
the establishment of an international stabilization fund and bank. To facilitate 
the preliminary work of such a committee, and to provide the officials of the 
interested governments with a proposal set in specific enough terms to encourage 
and justify fruitful discussion prior to a meeting, the following report has been 
prepared. It contains a suggested plan for a fund and for a bank, and also some 
discussion of the various points involved. 

Anyone familiar with the task of setting up new and complex organizations 
such as the two envisaged will fully appreciate that no single person, no matter 
how well informed on the subject, can hope to draft a plan that would meet 
with general approval. This is especially true of a proposal calling for interna- 
tional collaboration and requiring acceptance by several governments. To draft 
a plan that is likely to meet with approval of various governments is a task 
beyond the competence even of a group of economists from any single country. 
The details of any plan submitted for consideration would have to be subjected 
to careful evaluation and examination by a number of men, some of whom 
should be expert in the handling of international economic problems and mone- 
tary theory, and others at home in related fields. In addition to monetary prob- 
lems, questions of sovereignty, of national interest, and of broad economic policy 
are involved in some of the more important provisions, and these inevitably must 
be the subject of controversy and compromise. They are also matters that must 
be discussed in detail and at length by high officials whose responsibilities include 
the shaping and administration of monetary and financial policy. 

The proposals and comments that follow are submitted with the intent of pro- 
viding a starting point for intelligent discussion and of calling attention to some 
of the difficulties which would have to be satisfactorily met before a workable 
and acceptable plan may emerge. The proposals have been set forth only in out- 
line and for the most part only those points are included which are essential 
to an understanding of the plan. 

It is certain that some of the powers and requirements included in the outline 
of the Fund and the Bank will not survive discussion, prejudice and fear of de- 
parture from the usual. Some may not stand the test of political reality, and 
some may be unacceptable on technical grounds, while others may be generally 
regarded as going too far toward “internationalism.” Yet most of them appear 
as desirable objectives in most writings or conferences on postwar economies and 
are worth considering. 


Willingness to depart from tradition and break new ground is essential if mean- 
ingful results are to be obtained 


It will perhaps help toward understanding and induce a more sympathetic ap- 
proach to the proposals which follow to state at the outset that something much 
more than the usual banking and stabilization functions are envisaged in the 
plan. There is urgent need for instruments which will pave the way and make 
easy a high degree of cooperation and collaboration among the United Nations 
in economic fields hitherto held too sacrosanct for international action or multi- 
lateral sovereignty. A breach must be made and widened in the outmoded and 
disastrous economic . policy of éach-country-for-itself-and-the-devil-take-the- 
weakest. Just as the failure to develop an effective League of Nations has made 
possible two devastating wars within one generation, so the absence of a high 
degree of economic collaboration among the leading nations will, during the 
coming decade, inevitably result in economic warfare that will be but the pre- 
lude and instigator of military warfare on an even vaster scale. 

The Fund and the Bank described in the following pages are envisaged as 
economic instruments that most easily and effectively can facilitate that high 
degree of economic collaboration. It will be at once apparent that the resources, 
powers and requirements for membership, accorded both agencies go far beyond 
the usual attributes of monetary stabilization and of banking. They must if they 
are to be the steppingstone from shortsighted disastrous economic nationalism 
to intelligent international collaboration. Timidity will not serve. It is my con- 
viction that the long-time effectiveness, of both agencies will be measured by the 
degree to which boldness and vision are displayed in their organization and 
objectives. 
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Part I, which follows, consists of an outline of (1) a United and Associated 
Nations Stabilization Fund, and (2) of a Bank for Reconstruction of the United 
and Associated Nations. 
Part II consists of a brief explanation and discussion of the proposed Fund, 
and Part III of the proposed Bank, 


Exureir No. 14 


Transcript of Diary, Book 528, pp. 349-351, May 15, 1942. 


Memorandum from White to Secretary Morgenthau proposing a 
committee of technicians to draft a postwar economic program. 


TREASURY DEPARTMENT, DIVISION OF MONETARY RESEARCH 


May 15, 1942. 
To: Miss Chauncey. 
From: Mr. White. 


I mentioned this at the staff meeting and the Secretary said he would like to 
have a memorandum on it. He might like to read it over the weekend, 


TREASURY DEPARTMENT 


INTER OFFICE COMMUNICATION 

Date: May 15, 1942, 
To: Secretary Morgenthau 
From: H. D. White 

The cessation of active hostilities will bring a sudden and complete end to the 
need for more armaments. By that time we will have all the armaments that 
could possibly be needed for years to come, If to the amount of armaments then 
on hand were to be added equipment that is more than (say) 90 percent com- 
pleted and some of the armaments certain to be taken from the Axis, there can 
be no doubt that any additional production of military supplies would represent 
a complete and inexcusable waste of labor, material and facilities. 

By this fall the Treasury will be spending more than $150 million every day 
on armaments. If the war goes on to the spring of 1943, we will be then spending 
close to $200 million a day. It is the soundest kind of financial statesmanship 
to anticipate the end and to be prepared to stop at once production of armaments 
by the cancellation of all war contracts, in view of the fact that every day’s delay 
would mean $100 to $150 million more added to the tax and debt burden of the 
public. There will be a temptation on the part of business, the Army and Navy, 
and labor to stall in the matter of cancellation of contracts, but the government 
should be prepared to be ruthless in this matter. Aside from unemployment, to 
be discussed in a moment, there isn’t a single good excuse to continue turning 
out armaments once hostilities have ceased. Cancellation of contracts will in- 
volve, of course, less of potential profits on the part of producers. It is assumed 
that adjustments will be later made for losses so sustained. Doubtless also the 
government will have to take over the material in various degrees of completion, 
but it would be a criminal waste of the public’s money to complete armaments 
and supplies merely because they have been started. Exceptions to this might be 
certain types of equipment and material which would have civilian uses, 

But, sudden, wholesale cancellation of war contracts would create a bad situa- 
tion unless steps are prepared ahead of time to take care of the millions of men 
and women that would be precipitously thrown out of work. Conversion of their 
war savings bonds will provide something but not nearly enough, and besides, 
it seems most unreasonable to expect the wage earners to use up all their accu- 
mulated savings during the first few months of peace in an effort to keep body 
and soul together. If plans do not exist by the time war ends to provide the 
many millions of disemployed with some substantial income, the pressure for very 
gradual reduction of armament production will be irresistible. The result will 
be that armament production will go-on for many months, though at a diminish- 
= rate, and from $10 to $20 billion will be thrown away with no return except 

unk, 
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Plans must be prepared, and legislation secured, which will provide for con- 
tinued income of disemployed—possibly up to half or two-thirds of the weekly 
wage—for several months while industry is converted to peace-time uses. The 
quicker and more effective the cancellations of war orders, the sooner will indus- 
try be converted to peace-time production, and the shorter will be the period of 
unemployment. 

Presumably the National Resources Board has plans ready for creating oppor- 
tunities for employment, in addition to what private industry will do. This 
memorandum is not concerned with that point. It is concerned with the ques- 
tion of stopping what would be a stupendous daily waste of public funds while 
at the same time providing for a sufficient maintenance of purchasing power to 
prevent social disruption and to provide for the demand for consumers’ goods 
necessary to speed industry to full production of civilian goods. 

The following points should be emphasized : 

1. Cancellation of contracts will raise many complex problems which are easier 
to settle in advance by appropriately drawn up legislation while there is time 
to prepare such legislation, and while the public is in no mood for large profits 
to be made after the war out of the war effort. 

2. There will be, in any case, terrific pressure from powerful vested interests 
to continue armament production, Many arguments will be advanced—need for 
military security, possibility of outbreak of civil wars, “it is only an armistice 
and hostilities may soon begin again,” “not all the enemy is defeated yet, there 
is much left to be done,” “we can’t throw millions of people suddenly out of 
work.” To render these arguments less effective proper legislation needs to be 
prepared to meet the situation. 

3. It will be a long task to get Congress to pass a bill providing for adequate 
unemployment payment for millions of disemployed. 

4. Arrangements must be prepared for wholesale cashing of sayings bonds, 
and aid to industry in their program of conversion back to civilian production. 

5. A tax program designed especially for the immediate post-war period, in 
which some of the objectives are different than those which prevail now, should 
be prepared by the Treasury. 

All this takes much time, and since the war might end this year we ought 
to begin serious study and preparation now. 

Don’t you think it would be worth while calling a meeting in your office of 
the persons having a direct interest in the matter? A memorandum on the 
subject can be prepared for distribution to them at the meeting. A committee 
of technicians could be suggested at the meeting to study the matter and bring 
back a report in a couple of weeks to that informal committee. . 

The end result after a few meetings should be a drafted bill and report 
representing the opinion of the appropriate departments to be submitted to 
the President. ¢ 

The justification for the Secretary of the Treasury to take the lead in the 
matter is that one of his responsibilities is to suggest ways of keeping the 
Treasury’s debt and tax burden from increasing unnecessarily, and every day’s 
delay after the fighting stops will cost the Treasury many millions of dollars. 

This would, I think, provide a good starting point for a renewal of the com- 
mittee meetings of the now defunct “Fiscal and Monetary Advisory Board.” 
(Incidentally, last week’s luncheon with Nelson, Henderson, et al, was very 
nice, but if anything more was accomplished than a pleasant lunch, I missed it.) 

Unless you indicate disapproval, I am having a report prepared on the 
experience of the last war with respect to the matters discussed above. 


Exuzeir No. 15 


Transcript of Diary, Book 530, pp. 14-17, May 20, 1942 


_A telephone conversation between Secretary Morgenthau and As- 
sistant Secretary of State Breckinridge Long about relations between 
the Treasury and State Department. The Secretary asks Long to 
consult with White about a betterment. 

May 20, 1942 
2:07 p.m. 

H. M. Jr. Hello. 
OPERATOR. Mr. Long. 
H. M. Jr. Okay. 
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Operator. Go ahead. 

BRECKINRIDGE Lone. Hello. 

H. M. Jr. Hello. 

. Henry. 

. M. Jr. Yes. 

. Breck Long. 

.M. Jr. Hello, Breck. 

. Yesterday you spoke about information from South America. 
.M. Jr. Yeah. 

. And I’ve hadit up here. I talked to Mr. Hull about it. 

.M. Jr. Yeah. 

L. He thought that we were equipped down there and asked me to go into 
it some, and I have, and I thought I’d either come over to see you or talk to 
you this way and then you could appoint some—designate somebody you'd like 
to—this is specifically the way we are, that we're not now reporting specifically 
on certain matters that you may want. 

H.M. Jr. I see. 

L. And we're not doing it in detail, because we’re not advised just what it is 
you want. 

H. M., Jr. I see. 

L. Now, we have arrangements with Commerce and with Agriculture ... 

H. M., Jr. Yeah. 

L. ... and they have set out in a sort of a form exactly what they would like 
us to furnish them with. 

H. M., Jr. Yeah. 

L. Certain types of information. 

H. M., Jr. Yeah. 

L. And we are doing that, and I think it is doing very—being done very suc- 
cessfully. Now, if you want to tell us in more detail what you want, why we're 
very glad to try to get it ; and we think we're equipped. 

H. M., Jr. Well, you know—I may—you said that you’d do it or else, and I 
said no, there was no “or else’; as far as I was concerned, I was sure the State 
Department could. Do you remember? 

L. Yeah, 

H. M., Jr. You remember that. 

L. Yeah. Well, I’m—I remember—yes—I didn’t—I—because I was just talk- 
ing off the record, trying to be helpful. 

H. M., Jr. Yes. Well, that’s—well, I tell you, supposing I talk with White... 

L. Yeah. 

H. M., Jr. ... and tell him to prepare a memorandum showing the kind of 
information that we want... 

L. Uh huh. 

H. M., Jr... . and need «2. 

L. Yeah, 

H. M., Jr. . . . and then that he take it up with you. 

L. All right. 

H. M., Jr. And then if—I’m sure that—if after that... 

L. After that if we don’t—if our staff isn’t capable or isn’t sufficiently nu- 
merous, why we'll do whatever we can. 

H. M., Jr. Well, I think that’s fine, and I’m delighted at the quick comeback. 

L. Yeah, all right. Well, I always like to play ball; and you and I, irrespec- 
tive of other things that happen here, I think that we can keep things rocking 
along somehow. 

H. M., Jr. Well, it’s most helpful and very encouraging, this call. 

L. All right, Henry. Fine. And I'll wait until I hear from White, or, we 
have a man who’s a liaison with you who's arranged these other schedules with 
Treasury—with Commerce and with Agriculture, that’s Geist. Do you know 
Geist? 

H. M., Jr. No, I don’t. 

L. Well, he’s a very able fellow; and if he and—if Geist and... 

H. M., Jr. White. 

L. ... White would get together and have a talk, I think it would probably 
simplify the problem for each of them. 

H. M., Jr. Well, supposing—I’ll ask White to get in touch with Geist. 

L. All right. 

H. M,, Jr. G-ei... 

Th w sie OH 
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H. M., Jr. Right. 
L. Yeah. 
H. M., Jr. Thank you so much, 
L. Fine. 
Exuisit No, 16 


Transcript of Diary, Book 531, p 169, May 23, 1942 


Letter to Secretary Morgenthau from Secretary Hull designating 
Leo Pasvolsky and Herbert Feis as State Department representa- 
tives at a meeting in the Treasury to consider plans for an “Interna- 
tional Bank for Reconstruction and Development.” The letter has 
the penciled notation “Photostat to Mr. White.” White was in charge 
of plans for the bank. 

DEPARTMENT OF STATE, 
Washington, May 23, 1942. 

My Dear Mr. Secretary: With reference to your letter of May 20, 1942, I 
shall be happy to have the Department of State take an active part in a study 
of your interesting proposal for the creation of a Stabilization Fund for the 
United and Associated Nations and an International Bank for Reconstruction 
and Development. I shall also be glad to have a continuing contact established 
between this work and the work of the now functioning Advisory Committee on 
Post-War Foreign Policy. 

I have designated Mr. Leo Pasvolsky and Mr. Herbert Feis to represent the 
Department of State at your meeting on Monday, May 25, at 3:00 p. m. 

Sincerely yours, 
The Honorable CorDELL HULL. 
The SECRETARY OF THE TREASURY. 


Exurstr No, 17 
Transcript of Diary, Book 541, p. 26, June 19, 1942 


A memorandum by White on a visit by President Quezon of the 
Philippines to Secretary Morgenthau’s office. 


JUNE 19, 1942, 
Conference in Secretary Morgenthau’s Office June 19, 1942, 11:00 A, M. 


Present: Secretary Morgenthau, President Quezon, President of Philippines, 
Under Secretary of Finance, Philippines, Mr. D. W. Bell, Mr. H. D. White. 

The meeting was called apparently at President Quezon’s request. He stated 
that he had been asked by the Treasury to make a radio speech on the bond- 
selling program, He said he did not feel he could do so since he did not believe 
it was appropriate for him to tell the American people what to do with their 
money. However, he stated his Government had several million dollars which 
they wouldn’t need soon and they would be very happy to invest it in Government 
bonds if the Secretary thought that would be at all helpful. 

The Secretary replied he didn’t want their money, but he did want the Presi- 
dent’s cooperation. The Secretary explained to him he did not wish him to tell 
the people what to do with their money, he merely wanted the President to go 
on the air and tell the American people what a courageous fight the Philippine 
people were putting up and what it would mean for them to regain their inde- 
pendence. The Secretary said he was much impressed with the kind of speech 
President Quezon had made at a recent luncheon which the Secretary had at- 
tended and as a result of that impression, the Secretary had wished him to make 
a speech to the American people. The Secretary further stated that someone 
would go on the air before or after President Quezon made his speech and point 
out that an effective contribution the people could make toward helping the 
Philippines gain their independence would be to subscribe to war bonds. 

President Quezon said that was an entirely different matter and he would 
be only too happy to help and he was at the Secretary’s disposal. The Secre- 
tary said he would have Mr. Kuhn get in touch with President Quezon and they 
could arrange the time and other details, 


H. D. WHIT. 
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Exuipir No. 18 
Transcript of Diary, Book 541, p. 100, June 19, 1942. 


Letter from Secretary Morgenthau to Secretary Hull designating 
White, among others, as an adviser at the Inter-American Conference 
held in Rio de Janeiro, 

JUNE 19, 1942. 

My Dear Mr. Secretary: Reference is made to the conversations between 
representatives of the Department of State and of this Department with ref- 
erence to the selection of the delegate and advisers to represent this Government 
at the forthcoming Inter-American Conference to be held pursuant to Resolution 
6 of the Third Meeting of the Ministers of Foreign Affairs of American Republics 
at Rio de Janeiro. 

The Treasury Department proposes that the delegate of the United States to 
such conference be E. H. Foley, Jr., General Counsel of the Treasury, who acts 
for me on foreign funds matters, and the following advisers be designated: 
Harry D. White, Assistant to the Secretary, John W. Pehle, Assistant to the 
Secretary, and Bernard Bernstein, Assistant General Counsel of the Treasury. 

It is our understanding that the Department of State will nominate three 
advisers from the State Department staff, 

Very truly yours, 
(Signed) H. MorcentHav, Jr. 
Secretary of the Treasury. 
The honorable the SecrETARY OF STATE. 
JWP :EHF :vls-6/19/42 


Exurstr No. 19 
Transcript of Diary, Book 541, pp. 128-142, June 19, 1942 


The third report of the American Technical Mission to Cuba of 
which White was Chief, 
JUNE 19, 1942. 
DeAR Mr. Secrerary: I am sending to you herewith for transmission to the 
Cuban Government the Third Report of the American Technical Mission to Cuba 
containing comments on the draft Monetary Law which was handed to the 
Mission by the Cuban Finance Minister on the occasion of his recent visit to 
Washington. 
Sincerely yours, 
(Signed) H. D. WH1TE 
H. D. WHITE, 
Chief, American Technical Mission to Cuba, 


The honorable the Secretary or STATE, 
Washington, D.C. 
HRS :mgb 
6/19/42 


AMERICAN TECHNICAL MISSION TO CUBA 
COMMENTS ON THE DRAFT MONETARY LAW 
THirD REPORT TO THE CUBAN GOVERNMENT 
June 18, 1942 


PERSONNEL OF MISSION 


. A. Eddy, Treasury Department 
Esgate, Farm Credit Administration 

Gardner, Board of Governors of the Federal Reserve System 
Southard, Jr., Treasury Department 


V.R. 
; . Spiegel, Treasury Department 

Vest, Board of Governors of the Federal Reserve System 
1. D. White, Chief of Mission, Treasury Department 


‘De 
R 
A. 
R 
B. 
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. 
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AMERICAN TECHNICAL MISSION TO CUBA, 
June 18, 1942. 
Dear Mr. MINISTER: You will recall that on the occasion of your recent visit 
to Washington you handed to the Mission copies of three draft laws, one of which 
was a Monetary Law. 
Members of the Mission have given careful consideration to the Draft Mone- 
tary Law from two points of view: 

1. In the light of the Mission’s recent Second Report to the Cuban Gov- 
ernment, dealing with the Central Bank and the Exchange Stabilization 
Fund, are there any changes which should be made in this draft law? 

2. What additional suggestions or comments might the Mission appro- 
priately make on the provisions in the draft law? 

I herewith submit to you a Memorandum containing the comments of the 
Mission on the draft Monetary Law. 
The Mission’s views on the other two draft laws were expressed in its Second 
Report. 
Sincerely yours, 
H. D. WHITE, 


Chief of Mission. 
Honorable Oscar GARCIA MONTES, 


Minister of Finance, Habana, Cuba, 
AMERICAN TECHNICAL MISSION TO CUBA 


COMMENTS ON THE DRAFT MONETARY LAW 


The following comments pertain to the draft Monetary Law submitted by 
Minister Garcia Montes to the Mission on the occasion of his visit to Washing- 
ton in March 1942. The Mission has examined the draft Monetary Law from the 
point of view of its compatibility with the Mission’s recommendations as pre- 
sented in its Second Report to the Cuban Government and also from the point 
of view of the principles which the Mission feels should be embodied in the 


Monetary Law. 


Gold content of the peso.—The Mission agrees that it is desirable to define the 
peso in terms of gold and that a gold content equal to that of the United States 
dollar is appropriate for the Cuban peso. The weight of the United States gold 
dollar was fixed at 155%, grains of gold %o fine by Presidential Proclamation 
of January 31, 1934. This is equivalent to 0.987412+ grams of gold %po fine 
or 0.888671— grams of fine gold. Article 1 of the draft Monetary Law specifies 
that the Cuban gold peso shall have a weight of 0.9873 grams and Article 5 that 
gold coins shall have a fineness of %o, which makes the gold content of the 
Cuban peso slightly less than that of the United States dollar. It might be 
more convenient if the two gold contents were exactly equal. 

Coinage of ygold.—The Mission agrees that a prohibition against coinage of 
gold such as is contained in Article 8 is desirable. At present gold is used pri- 
marily for settling international balances and for monetary reserves. The use 
of gold as a medium of hand-to-hand circulation has almost completely 
disappeared. 

Issue of gold certificates.—-Article 8 also provides that the President of the 
Republic shall be empowered to issue gold certificates and that such gold certifi- 
cates shall be used only for exchange at the Central Bank for currency having 
legal circulation privileges. In its Second Report the Mission made recom- 
mendations giving the Bank sole power to issue currency and outlining means 
available to the Stabilization Fund for financing acquisitions of gold. The 
Mission believes that provisions pertaining to the issue of obligations secured 
by gold and foreign exchange can more appropriately be included in those por- 
tions of the Central Bank Law which are concerned with the Stabilization Fund. 

Private ownership of gold.—Paragraph 1 of Article 15 in effect prohibits the 
private ownership and holding of gold in Cuba. A number of other countries 
have adopted similar measures designed to prevent the hoarding of gold. It 
may be observed, however, that a prohibition against private gold holding would 
not prevent Cubans from hoarding dollars either in Cuba or in the United States 
and that measures designed to do so would be incompatible with a free exchange 
market. 

Gold purchases by the Government.—Paragraph 1 of Article 15 also requires 
redemption of gold in “coins of legal circulation.” This appears to be an un- 
necessarily inconvenient method of payment. It would probably be better to 
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eliminate any reference to the form in which payment should be made, thus 
permitting payment in legal tender currency as well as in coins, or payment by 
check if that is agreeable to the person whose gold is being redeemed. 

Paragraph 2 of Article 15 requires that the Cuban Government purchase all 
gold which is offered to it and specifies the price at which gold shall be acquired. 
The Mission agrees that if private holding of gold is to be forbidden, the Cuban 
Government should stand ready to purchase all gold surrendered by residents 
of Cuba. The Mission does not believe, however, that the Cuban Government 
should be required to purchase all gold offered to it, at home or abroad, without 
regard to the amount or to conditions which might from time to time develop. 
It may be noted that the United States Treasury and Stabilization Fund are not 
so obligated. 

Changes in the price of gold.—Paragraph 3 of Article 15 provides that the 
President of the Republic shall have power to modify the price of gold and the 
gold content of the peso but not below 0.8359 grams (presumably of gold 9/10 
fine). This gives the President power to devalue the peso by as much as 15 per- 
cent or to appreciate it without limit. 

The Mission has recommended in its Second Report that the Stabilization 
Fund be required to maintain the peso at parity permitting only minor technical 
fluctuations within a range of not more than 2 percent in either direction. The 
Mission, however, has also stated its belief that the Stabilization Fund Com- 
mittee should be empowered to recommend to the President of the Republic the 
adoption of a new parity level with a corresponding change in the gold content 
of the peso if circumstances appear to require a basic adjustment of Cuba’s ex- 
change rate. If he agrees the President should then ask the Cuban Congress 
for the necessary legislation to change the gold content of the peso. To prevent 
flight of capital in a period during which devaluation of the peso was being con- 
sidered, it might be necessary temporarily to subject foreign exchange trans- 
actions te control by license. A recommendation providing for just such a step 
in this contingency was included by the Mission in its Second Report. 

There is one circumstance in which prompt executive action may be desirable. 
By powers conferred in the Act of May 12, 1933, as amended by the Gold Re- 
serve Act of 1934 and by subsequent extensions of these powers, the President 
of the United States is authorized to fix the weight of the gold dollar between 
50 and 60 percent of its former gold content. By proclamation of January 31, 
1934, the President fixed the weight of the gold dollar at 59.06 percent of its 
former content. However unlikely the contingency that these powers to alter the 
gold content of the dollar will again be exercised, so long as they remain in ef- 
fect the President of Cuba should probably be authorized to revise the gold 
content of the peso and the peso price of gold in the event of similar action by 
the United States and to an equivalent extent. Since quick action may be re- 
quired, exercise of this authority should probably not be subject to the neces- 
sarily slower process of Congressional approval. 

Regulation of gold transactions.—The Mission agrees that provisions similar 
to those contained in Articles 16, 17, 18, 19, 20, 22 and 23 regulating transactions 
in gold are necessary if private holding of gold is to be forbidden. It suggests, 
however, that this entire group of provisions be reviewed in the light of the 
role contemplated for the Stabilization Fund in the Mission’s Second Report. 
Article 22 contains a reference to Article 16 which presumably should be a refer- 
ence to Article 15. 

Under the Mission’s recommendations in its Second Report, powers similar 
to those in Article 21 (authorizing the Central Bank to receive and hold gold) 
and Article 24 (authorizing the Finance Minister to deal in gold, foreign ex- 
change, or other credit instruments for the purpose of stabilizing the exchange 
rate) are provided in the Central Bank Law and do not need to be repeated in 
the Monetary Law. In several respects these Articles differ from the recom- 
mendations made in the Second Report. 

Proportion of silver to gold in the monetary stocks.—The Mission believes it 
is unnecessary in the Menetary Law to raise the problem of the relative size 
of the gold and silver stocks as is done in Article 3 or to provide means for with- 
drawing silver from the monetary stocks as is done in Article 14. The Mission 
has included recommendations on these matters in its Second Report. In the 
opinion of the Mission, this entire problem can best be handled in the Central 
Bank Law. Accordingly, the Mission suggests the deletion of Articles 3.and | 
14 from the Monetary Law. While the Mission favors the acquisition by Cuba 
of adequate reserves of gold or foreign exchange, it considers that operations 
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for this purpose should be carried out by the Stabilization Fund and that no 
legal declaration on the proportion of gold and silver (such as that made in 
Article 3) is required. 

Issue of silver certificates.—In view of the fact that the Mission contemplates 
the ultimate replacement of all silver certificates by Central Bank notes, the 
mission recommends the omission from the Monetary Law of Article 12 which 
provides for further issues of silver certificates. 

Fractional coins.—The Mission approves the proviso in Article 9 that silver 
needed for coinage of fractional silver coins shall be obtained, unless circum- 
stances indicate otherwise, from the stock of one-peso silver coins. Under the 
Mission’s recommendations in its Second Report the silver coins will be in the 
possession of the Central Bank, unless the silver has been sold through the 
mechanism suggested in that Report, and will be available to the extent to which 
silver certificates have been retired. In the event that the Government obtains 
the silver needed for fractional coinage from the one-peso coins held by the 
Central Bank, the Mission presumes that the Government will reimburse the 
Bank by making payment in cash for the bullion value of the silver at the cur- 
rent market price and in non-interest-bearing and non-maturing Government 
securities for the difference between the bullion and the monetary value. For 
reasons of flexibility and when circumstances warrant, it may be desirable 
to authorize the Finance Minister also to buy silver for coinage purposes in the 
open market. 

The Mission believes that the power to order the minting of fractional coins 
should be vested in the Finance Minister but that he should be authorized 
to exercise this power only to replace worn-out coins or to meet the needs of 
circulation, including the accumulation of a reasonable reserve stock of coins, 
after consultation with the Central Bank. This recommendation necessitates 
appropriate changes in Articles 9 and 10, 

Substitution for nickel in coins.—In view of the current shortage of nickel, 
which presumably will continue until the end of the war, the Mission believes 
it may be desirable to include in the Monetary Law authorization for the coin- 
age of small fractional coins containing no nickel. Just what materials will be 
available during the war cannot now be specified. Therefore, a flexible author- 
ization to use any appropriate materials would avoid the need for later, special 
authorization. This recommendation will necessitate appropriate changes in 
Articles 2, 5, 6,10 and 11. 

Exchange control.—Article 25 of the proposed Monetary Law provides that 
whenever the Central Bank reserves fall below 40 percent and measures to 
restore the reserves to the legal minimum prove ineffective, the President may 
forbid foreign exchange transactions, provided an emergency exists. In its 
Second Report the Mission recommended that in an emergency and upon the 
recommendation ‘of the Stabilization Fund Committee, the President of the 
Republic be empowered to subject foreign exchange transactions to license by the 
Finance Minister. In addition, the Mission has recommended that whenever 
Central Bank reserves fall below the legal minimum the Central Bank must 
pursue a corrective policy satisfactory to the Advisory Council. In view of these 
recommendations, the Mission believes that Article 25 and Article 26, which 
are related, should be omitted from the Monetary Law. 

Mutilated currency.—Article 13 outlines rules for redemption of mutilated 
silver certificates. Since no mention of Central Bank notes is made in Article 
13, the Mission presumes it is intention of the Cuban Government that the Central 
Bank shall frame its own rules for redemption of its own mutilated notes. How- 
ever, since the Bank’s notes are being made legal tender, it seems desirable to 
have the Government lay down rules for the redemption of mutilated notes. 
This can be done by applying to Central Bank notes the rules on mutilated silver 
certificates. 

Dollar exchange rate.—The last paragraph of Article 27 forbids the collection 
of any amount, premium or compensation in excess of the exchange rate quoted 
by the Central Bank at the time of the transaction, in converting into Cuban 
pesos the dollar deposits or aécounts existing at the time the proposed Monetary 
Law comes into force. In the opinion of the Mission the last paragraph of 
Article 27 should be omitted. There does not appear to the Mission to be any 
good reason for writing into the law rigid restrictions on the exchange rate at 
which dollar deposits or accounts may be converted into pesos. The Mission has 
proposed that the Exchange Stabilization Fund rather than the Central Bank 
shall assume responsibility for the exchange operations essential to the stabiliza- 
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tion of the peso. There will, therefore, be no occasion for the Central Bank to 
quote a current exchange rate for the peso. Moreover, having in mind the 
secrecy with which the Exchange Stabilization Fund must carry on its opera- 
tions in the exchange market, the Fund will ordinarily not publicly quote an ex- 
change rate, Unless it becomes necessary to adopt exchange licensing, holders 
of dollar deposits or other foreign-currency deposits should be permitted to con- 
vert them into pesos at the rate of exchange prevailing in the foreign-exchange 
market at the time the conversion is made, 

Deletion of Superior Banking Council.—The draft Monetary Law refers to the 
Superior Banking Council in many places and gives several important powers to 
this body. The Mission’s Second Report contemplates the establishment of an 
Advisory Council with restricted functions and powers in lieu of a Superior 

3anking Council. This necessitates review of a number of paragraphs of the 
draft Monetary Law from this point of view. In most cases, however, the nature 
of the necessary revision has already been indicated in preceding paragraphs. 

The Superior Banking Council is referred to in Articles 3, 9, 10, 12, 15, 17, 24, 
25, 26 and 28. In this memorandum the Mission has suggested the deletion of 
Articles 3, 12 and 24 (among others) thus eliminating the necessity for censider- 
ing changes in these Articles. Articles 9 and 10 require advice of the Superior 
Banking Council in connection with coinage of fractional coins by the President 
of the Republic. The Mission has recommended that this power be vested in the 
Finance Minister without reference to the Advisory Council. Article 15 makes 
the President’s authority to change the price of gold subject to a recommenda- 
tion by the Superior Banking Council. The Mission has recommended that in the 
event of a change in the gold content of the United States dollar, the President 
be authorized to make a similar change in the gold content of the Cuban peso, 
For changes under all other conditions legislative action should be required to 
alter the gold content of the Cuban peso. Article 17 subjects the Finance Minis- 
ter’s authority to prescribe rules respecting transactions in gold to action by the 
Superior Banking Council. The Mission does not believe that the consent and 
advice of the Advisory Council is necessary in this connection. Article 25 re- 
quires action by the Superior Banking Council in connection with the imposition 
of exchange control by the President. The Mission recommended in its Second 
Report that the President be authorized to subject foreign-exchange transactions 
to license by the Finance Minister upon the advice of the Stabilization Fund 
Committee. Article 26 gives the Superior Banking Council as well as the Finance 
Minister the right to require testimony under oath in connection with the estab- 
lishment of exchange control. The Mission has not recommended that the 
Advisory Council be given similar authority but agrees that the Finance Minister 
should have such authority. Article 28 specifies that the Superior Banking 
Council may determine the date when the legal tender power of United States 
currency shall cease. The Mission has not given the Advisory Conncil this 
authority and instead has suggested that the legal tender power of United States 
currency cease immediately (presumably upon the entry into force of the legis- 
lation incorporating the recommendations of the Second Report). 


Exuisit No. 20 
Transcript Of Diary, Book 611, pp. 50-55, February 22, 1943 


Meeting at the Treasury in which White’s jurisdiction over foreign affairs is 
discussed and proposals made for redefining and expanding it. 


February 22, 1943. 
3:25 p. m. 
ADMINISTRATIVE POLICY 


Present: Mr. Bell, Mr. White, Mr. Thompson. 

H. M., Jr. On Saturday Bell talked to me. On this financing and everything 
he is doing he thinks it is just too much—too many committees, and so forth 
and so on, seeing General Carter and Foreign Funds and the State Department. 

He and I have just been talking here and have sort of come to an agreement, 
that Dan drop out of that part of it so as to give more time to the financing, ex- 
cept, he said, where it touches the dollar—— 

Mr. Betz. Where it touches the transfer of funds—dollars. I would have to_ 
know about that. 

H. M., Jr. That would be through Heffelfinger? 

Mr. BELL. Yes. 
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H. M., Jr. What we would like to do, if you think you could take it, is just 
turn the whole thing, lock, stock, and barrel, over to you. 

Mr. Wuirte. I think so. I was feeling that Dan was having more of this—as 
a matter of fact, I am having a meeting right now in the office, at which we were 
going to get a preliminary recommendation for him, to save some time. 

sut I think that a good deal of the expansion of that came while you were away 
and Dan was taking your place, in addition to his regular duties. That is why 
a good many of these meetings took place there. 

Mr. BELL. It is getting bigger, too, Harry, all the time. 

Mr. Wuire. I think I can definitely handle it. I think we also ought to have, 
if there is going to be that kind of an informal-formal setup—not formal in the 
sense of anything in writing but formal in the sense of a definite understand- 
ing—then I will want to organize it in such a way that what will emerge from 
it and what will come before your attention will be just the final decisions upon 
which there is agreement on important matters. I will keep you informed about 
all the conferences. 

H. M., Jr. That is the thing that Bell is worried about. He said it would throw 
too much on me. But I think you should get this thing down so that it is just 
a yes or no for me. 

Mr. Wuirte. I think so, and particularly if it is confined to the important deci- 
sions. Some of them are merely a question of agreement on principles, and once 
that is done then other things follow. 

I think definitely that that could be facilitated if it were clarified. Where the 
definite responsibility is not indicated there are always a good many who are 
not sure just what they have todo. I have never been wholly sure just how much 
I should initiate. 

The same thing is true of the Legal Division. The same thing is true of John 
Pehle in this thing. 

I think that if there were a statement by you indicating that all matters of 
occupation I was in charge of—responsible to you—it would work out without 
disturbing either one of you. At the same time you would be completely informed 
and no decision of any importance would go out without approval. 

H. M. Jr. As I understand the thing, Dan is not going to attempt to keep up 
with it. He isn’t going to attempt to keep up with it any more. 

Mr. Wuite. Well, I think in general he ought to be informed. I know approxi- 
mately—I think I ought to know approximately what Dan’s views on many of 
these things are. 

I think that irrespective of his responsibility, there are getting to be too few 
men around the Treasury not to ask or get the advice of the few men that are 
around. 

It isn’t like it used to be where there were a half a dozen men so that you could 
have a meeting. After all, I call a meeting on many of these matters, and the 
only ones, aside from people in my own staff, are Pehle on some problems that 
touch at all Foreign Funds—and a great many of these do—and Luxford. Occa- 
sionally the matter may be important enough to clear through Paul. 

So there are some items that I can feel free to call on Dan to ask his advice, 
but the responsibility I think should be mine to you. That would leave me the 
judge as to what is important enough to take up with you and also what I want 
to take up with anybody else, including Dan. 

If that were announced I would proceed with a little more formal organiza- 
tion within the Treasury of a committee, to see that we handle everything ex- 
peditiously. 

H. M. Jr. What do you think, Dan? 

Mr. Bett. I don’t want to deprive anybody of coming into my office, and Harry is 
at liberty to come any time he wants to on any of these problems if I can give him 
a moment. I think that is all right. 

The thing that is worrying me is that there are so many of these meetings 
that I call and then have to go out and miss half of the conference, like I did on 
Saturday. There is another one for tomorrow, and whether I will be able to 
stay or not I don’t know. 

I know it is going to be that way until the end of April. 

Mr. Wuire. I don’t think you ought to concern yourself with those problems, 
frankly. You have good technical men down below, and I think that it does 
mean—well it is expanding. 

Mr. Beri. It is expanding very fast. The problems are growing, and they are 
going to get bigger. 
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Mr. Wuire. They get bigger. If you get out of that area they will increase ten- 
fold, and I think that the only things that ought to come up to the top are deci- 
sions of important policy. 

H. M. Jr. As I say, in this way I get more of Dan’s help for me on my financing. 
He can concentrate on the thing. 

I wouldn’t have brought it up because I have felt in talking here that Dan 
liked to keep his fingers on it. 

Mr. Bett. I do, but there is a limit. 

H. M. Jr. There is a limit. We have reached the limit, and I think it is 
sensible. 

Now, his only worry is that this is too much for me. It won't be too much for 
me if Harry holds the thing right down. 

The thing is that I will be out of this in another week or so. We will get our 
new men. This thing of sitting around and having four presidents of the 
Federal Reserve banks and the Victory Fund, and eight or ten State chairmen 
of War Bonds, and every one of them prima donnas—every one thinks what 
this means to him. I listened to these fifteen or twenty people until I got—I 
listened, and I was very patient through all of it. I amazed myself, as well as 
Dan, but I had to do it, because these people are going to be shoved around and 
they will take it from the Secretary of the Treasury and won't take it from 
anybody else. 

So, Norman, why don’t you and Harry draw up something on a piece of paper 
so I can just look at it? I don’t necessarily have to sign it, or I can sign it. I 
don’t know what difference it makes, But at least I would like to have something 
I can look at. For instance, where is Pehle, who does Pehle look to, You see 
what I mean? 

Mr. Wuire. I am not suggesting and don’t think there should be any change 
in Pehle’s status. 

H. M., Jr. Well, it never does any harm to have a fresh look at something. I 
think that Norman, as my administrative assistant, ought to have a fresh look at 
the thing in the next day or two, and let Bell and me take a look at it. 

Mr, Wuire. I think it is fair to say that although it has been true it has been 
expanding, that everybody within the Treasury has been cooperating a hundred 

sercent. 
: Mr. Betty. We couldn’t have had better. I am not kicking on that. I am kick- 
ing on the limitations of my physical endurance, that is all. You fellows have 
been swell so far as cooperation is concerned, and I have had no trouble on that 
score. 

I feel I am no help to a committee by just being in and out, and everybody gets 
nervous when they come because I am up and answering the phone, in and out, 
and I have to call off conferences. It doesn’t leave a very good taste in anybody’s 
mouth. 

When Phillips comes over, if I have to rush him out—he is on my neck now 
about these things. 

Mr. Wuire. Phillips shouldn’t go to you on these things. He raises a lot of 
questions which shouldn’t come to your attention at all. 

H. M., Jr. At home, for instance, in England, Phillips is fourth or fifth down 
the line. We treat him as under secretary over here, which of course he isn’t. 

Mr. Bett. He has been advertised here as some under secretary—I don’t know 
whether first, second, or what. 


H. M., Jr. It is probably my fault. 
Well, anyway, have a look at it, and that is that. 


Exursit No. 2 


Transcript of Book 612, page 68, February 25, 1943 


Memorandum from Secretary Morgenthau to White giving White jurisdic- 
tion of all economic and financial matters in foreign areas, including territory 
occupied by the Armed Forces. 


TREASURY DEPARTMENT 


INTER OFFICE COMMUNICATION 


FEBRUARY 25, 1943. 
To: Dr. Harry White 


From: Secretary Morgenthau 


Effective this date, I would like you to take supervision over and assume full 
responsibility for Treasury’s participation in all economic and financial matters 
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(except matters pertaining to depository facilities, transfers of funds, and war 
expenditures) in connection with the operations of the Army and Navy and the 
civilian affairs in the foreign areas in which our armed forces are operating or 
are likely to operate. This will, of course, include general liaison with the State 
Department, Army and Navy, and other departments or agencies and represent- 
atives of foreign governments on these matters. 

In above connection, you will, of course, keep Under Secretary Bell advised 
with respect to all matters affecting gold, coins, coinage, currency, or rates of 
exchange. You will also consult with Mr. Paul or Mr. Luxford and Mr. Pehle 
in all matters which come within the jurisdiction of the Foreign Funds Control. 


OK—H. M., Jr. 
Exuinit No. 22 


Transcript of Book 657, pp. 132-156, August 19, 1943 


An early proposal by White for the International Fund and Bank 
here called “Bank for Reconstruction and Development of the United 
and Associated Nations.” 


August 19, 1943. 
STRICTLY CONFIDENTIAL 


H. D. White 


PROPOSAL FOR A BANK FOR RECONSTRUCTION AND DEVELOPMENT OF THE UNITED 
AND ASSOCIATED NATIONS 


At the end of the war we shall be confronted with an unprecedented foreign 
demand for capital. Throughout the areas of conflict factories, mines, dams, 
powerplants, public utilities, transportation systems, docks, bridges, public 
buildings will have to be repaired or restored. Foreign trade will need financing. 
Monetary systems will have to be reestablished and strengthened. Industry now 
producing war goods must be transformed to produce peacetime goods. Finally, 
large investment sums will be needed to help raise the very low productive level 
of countries in the Far East, South America, in the Balkans, and the Near East. 
All of this will require many billions of dollars. 

Much of the necessary expenditures for these capital goods can and must 
be financed by each country with its local funds, but a large portion can be 
financed only with foreign capital. Part of the foreign capital needed will be 
short-term investment funds, but the bulk of it will be of long-term character. 

Doubtless private financial agencies will supply most of the needed short- 
term capital. When the shipping situation is improved and peacetime industry 
here and abroad hits its full stride, the number of corporations eager to sell 
their products abroad at reasonable and even generous credit terms will be 
legion. And once peace is assured American, British, Canadian, and Swiss banks 
will hasten to reopen or establish branches everywhere. These banks, together 
with the exporting and importing houses eager to develop foreign markets, will 
probably take care of a goodly portion of the short-term capital needs of capital- 
poor countries. 

The resumption of peace will be soon followed also by flows of long-term invest- 
ment funds from the capital-rich to the capital-poor countries. In the beginning, 
these foreign investments will take the form more likely of branch plants, out- 
right purchase of mines, factories and plantations, and some acquisition of shares 
in well-established foreign corporations. As confidence in continued peace and 
monetary stability is strengthened, the foreign investments will assume more 
and more the form of loans to governments, municipalities and to foreign public 
utilities and corporations. This flow of private capital to war-stricken countries 
will be hastened by an adequate program of relief and rehabilitation, while the 
existence of an international agency designed to promote stability of foreign 
exchange rates and freedom from restrictions on the withdrawal of earnings 
will do much to enhance the attractiveness of foreign investments in all countries 
cooperating with such an agency. 

But during the earlier years at least, the flow of capital to countries greatly 
in need of foreign capital is likely to be far too small. Asia, Europe, Africa, and 
South America can for many years profitably use for the creation of capital 
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goods $5 to $10 billion of foreign capital each year provided they can get it on 
reasonable terms. Private capital will be much too timid in the years imme- 
diately following the war to venture abroad in anything like such large volume. 
It has suffered too many losses. It has been discouraged by war and by 
depreciating currencies, exchange controls and outright defaults. There is 
little evidence to justify the hope that investors will lend in the earlier years 
after the war large sums to foreign countries, except possibly at rates of interest 
so high as to make such loans extremely risky because of the heavy burden they 
would put on the borrowing country. 

Only an international governmental agency equipped with broad lending 
powers and large resources can both effectively encourage or induce private 
capital to flow abroad in large amounts and provide a substantial part of the 
necessary capital not otherwise available. 

The aim of such an agency should be first, to encourage private capital to go 
abroad for productive investment by sharing the risk, by participating with 
private capital in large ventures, and second, to provide some of the capital 
needed for reconstruction and development in instances where private capital 
is unable or unwilling to take the risk. Such an agency should, of course, scrup- 
ulously avoid undertaking loans that private investors are willing to undertake 
at reasonable rates. It should only supplement private financial agencies; it 
should exist to perform only that part of the job which private capital cannot do. 

Should private capital prove to be available in anything approaching magni- 
tudes which are reasonably called for, the international governmental agency 
should make no loans. But the need for foreign capital will be so gigantic, and 
the importnce of supplying large quantities at reasonable terms so great that it 
would be extremely shortsighted not to provide an international agency with 
resources and powers equal to the task of taking up the slack the private insti- 
tutions leave. If private capital suffices—fine. There will then be little for an 
intergovernmental lending agency to do and its assets could be kept at a low level. 
If, however, private capital proves, as is likely, to be unable or unwilling to go 
abroad in large sums, then such an agency could fill the breach until such time 
as private capital will flow more freely and the demand for foreign capital 
throughout the world becomes less urgent. 

It is imperative that we recognize that it is the proper use of capital that 
helps a country produce more, that enables it to steadily raise the standard 
of living of its people. Higher productivity in China or India, or Poland, or 
Brazil, for example, made possible by the productive use of more capital, means 
that those countries will be a better market for the world’s goods, and will also 
be able to supply at lower cost more of the goods the world needs. 

By helping foreign countries sorely in need of capital to obtain it from capital 
rich countries, we help the lending countries at least as much as the borrowing 
countries. If the capital made available is capital we would not otherwise cur- 
rently employ, and if we make certain that the capital we make available to 
foreign countries is used only for productive purposes, then the whole world is 
truly the gainer. Foreign trade everywhere would be increased; the real cost of 
producing the goods the world consumes would be lowered, and the standard of 
living of peoples everywhere would be raised. 

Indeed, it is not an overstatement to say that the greatest contribution that we 
could make to sustained peace and continually rising world-wide prosperity is 
to make certain that adequate capital is available for productive uses to capital 
poor countries on reasonable terms. With abundant capital, the devastated 
countries can move steadily toward rehabilitation and a constantly improving 
standard of living. Nothing could be more conducive to political stability and 
friendly international collaboration. Without adequate supplies of capital 
available recovery in Europe and Asia will be slow and sporadic; civil discontent 
and international bitterness would in time assume disturbing proportions. 

Provision of abundant capital on reasonable terms is not only a good business 
policy; it is a decisive factor in preventing civil wars, unending heavy expendi- 
tures on armaments, and subsequent clash of foreign policies. 

To spend hundreds of billions of dollars to conduct war, and then balk at 
investing a few billions to help assure prosperity and rising standard of living 
would be a strange manifestation of wise policy. 

The following pages constitute a draft proposal for a Bank for Reconstruction 
and Development of the United and Associated Nations. The proposal has 
neither official status nor approval by any official or government department. 
It is only a personal memorandum drafted for the purpose of stimulating dis- 
cussion of the problem among the interested technicians, in the hope that such 
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discussion will call forth constructive criticism, suggestions and better proposals 
for possible later submission to the appropriate officials and to the public. This 
tentative proposal is here presented in outline form with specific provisions 
merely to facilitate intelligent discussion. The outline is followed by a brief 
discussion of the more important points. Reference is made in the outline at 
the end of each paragraph in parentheses to the appropriate paragraph of dis- 
cussion in the appendix. 

The Bank described below is proposed as another in the series of the inter- 
national agencies needed to help attain and maintain worldwide prosperity after 
the war. It is designed as a companion agency to an International Stabilization 
Fund. The establishment of some such Bank would make easier the task of an 
International Stabilization Fund, and the successful operation of an Inter- 
national Stabilization Fund would enhance the effectiveness of the Bank. The 
existence of a Fund, however, is not a prerequisite to the successful operation 
of a Bank; nor is the existence of a Bank essential to the functioning of a Fund. 
Each could stand and function effectively alone. However, the operations of 
each would greatly assist the operations of the other. Together they would go 
a long way toward securing the world prosperity. 


OUTLINE OF DRAFT PROPOSAL FOR A UNITED NATIONS BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 


I, THE PURPOSES OF THE BANK 


1. To assist private capital in the reconstruction and development of mem- 
ber countries when such assistance is desired by the private financial agencies. 

2. To supply capital for reconstruction and development, under conditions 
which will amply safeguard public fund, when private financial agencies are 
unable to supply the needed capital on reasonable terms. 

38. To facilitate a rapid and smooth transition from a wartime economy to a 
peace-time economy in the member countries. 

4. To help strengthen the monetary and credit structures of the member 
countries. 

5. To increase the volume of foreign trade among member countries and to 
reduce the likelihood, intensity and duration of world wide economic depressions. 

6. To help raise the productivity and hence the standard of living of the 
peoples of the member countries. 

7. To promote a greater degree of economic cooperation and collaboration 
among the member countries, and to make easier the solution of many of the 
economic and political problems that will confront the “peace conference.” 

8. To enhance the opportunity throughout the world for a healthy development 
of democratic institutions. 


Il. CAPITAL STRUCTURE OF THE BANK 


1. The capital stoek shall be authorized up to a sum equivalent to $10 billion 
consisting of 10,000 shares each having a par value equal to one million dollars. 

2. The subscription of each participating government shall be determined by 
an agreed upon formula. The shares of the Bank shall be nontransferable. 

3. The initial payments for each country shall be 20 percent of its subscription, 
some portion of which shall be in gold and the remaining half in local currency. 
The proportions of gold to local currency may be different for each group of 
countries according to an agreed upon schedule. 

4. The participating governments shall be called upon to make the initial 
payments, and to pay the remainder of their respective subscriptions in such 
amounts and at such times as the Board of Directors of the Bank may determine, 
but not more than 20 percent of the subscription may be called in any one year, 
nor shall any be called for unless needed. The proportion of subsequent payments 
to be made in gold shall be the same as in the initial payment. 

5. Each member government agrees to purchase back each year 2 percent of 
its local currency held by the Bank paying for it with gold. 

6. Changes in the proportionate subscriptions of participating governments 
shall be permitted only with the approval of a fourth-fifths vote of the Board 
of Directors, provided approval of the countries whose proportions are to be 
increased shall be included in the four-fifths vote. 

7. All member countries agree: that all of the local currency holdings and 
other assets of the Bank located in their countries shall be free from any 
restrictions as to their use. 
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Ill. THE INTERNATIONAL MONETARY UNIT 


1. There shall be established an international monetary unit to be called 
the Unitas. 

2. The Unitas shall have a value equal to that of 13714 grains of fine gold, 
that is, equivalent to $10 U. S. 

3. The Bank shall keep its accounts in terms of the Unitas. 

4. The Bank shall thave the power to issue notes, to be expressed in terms 
of the Unitas. The conditions as to issuance and redemption of such notes are 
set forth in section B-10, below. 


IV. POWERS AND OPERATIONS 
The Bank shall have the following powers: 
A. For the extension of credit— 


1. To buy, sell, hold and deal in the direct or guaranteed obligations and 
securities of any participating government. (Appendix A-2.) 

2. To discount and rediscount bills, acceptances and other obligations and 
instruments of credit for participating governments and fiscal agencies and 
central banks. 

3. To establish and maintain time, demand, and custody deposits and accounts 
with the central banks and stabilization funds of member countries and with 
international stabilization funds and banks. (Appendix A-3.) 

4. To make short-term and long-term loans to any member country and 
through the government of such country to any of its political subdivisions or to 
business enterprises therein, provided : 

a. The payment of the annual interest and the principal of the loan is fully 
guaranteed by the national government. 

b. The borrower is unable to borrow the funds from other sources even with 
the national government’s guarantee of repayment except at rates of interest or 
other conditions which in the opinion of the Board are too onerous. (See A-9, 
below. ) 

ec. A competent committee has made a careful study of the merits of the project 
and of the loan and, in a written report, definitely shows that the loan would 
serve directly or indirectly to raise the productivity of the borrowing country and 
that the country’s budgetary and balance of payments prospects are favorable 
to the servicing of the loan. The majority of the committee making the report 
shall consist of members of the technical staff of the Bank. The committee shall 
include an expert selected by the country requesting the loan who may or may 
not be a member of the technical staff of the Bank. (Appendix A—4c.) 

d. The Bank shall make arrangements to assure the use of the proceeds of 
the loan for the purpose or purposes on the acceptance of which the loan was 
approved. 

e. No extension of credit shall be made by the Bank to any country or political 
subdivisions or business enterprises in any country of which the National gov- 
ernment is in whole or partial default on a foreign loan, unless 

(i) The defaulted loan was made between Allies in the conduct of a common 
war, or 

(ii) The defaulted government has agreed to renew service of the defaulted 
debt on a fair and reasonable basis worked out by a special committee, including a 
representative of the borrowing country, appointed by the Bank for that purpose 
and approved by the Bank, or 

(iii) Fhree-fourths of the member votes approve the loan. 

f. The Bank shall not make any loan to a member country without the approval 
of three-fourths of the member votes when the loan is to be used for, or is to make 
possible, adjustment of a foreign debt. 

g. The Bank shall impose no condition upon an extension of credit or loan as 
to the particular country in which the proceeds of the loan must be spent. 

h. The loan shall be expressed in Unitas and shall be repaid in gold, or in 
Unitas, or in other currencies acceptable to the Bank. 

5. The Bank shall make loans only at low rates of interest—with a schedule 
of repayment appropriate to the character of the project and the balance of 
payments prospects. Loans made for the purpose of providing metallic reserves 
or otherwise strengthening monetary systems of the borrowing country should 
ordinarily bear lower rates of interest and may have longer terms of repayment . 
than loans made for other purposes, 
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6. To guarantee loans made by private investors to or through the government 
of any member country, provided: 

a. The payment of interest and principal of the loan is guaranteed by the 
national government of the member country. 

b. The Bank shall not guarantee payment of more than 80 percent of the prin- 
cipal and 50 percent of the interest. 

ce. The loan is not for the purpose of repayment of an old loan. 

d. The rate of interest is not excessive. 

e. The Bank receives a portion of the interest receipts as payment for its risk, 

7. The Bank in making long-term loans shall grant to the borrowing country 
not more than 75 percent of the estimated cost of the project. At least 25 per- 
cent of the loan must be financed locally in local currency. 

Should the technical report indicate that the project necessitates expenditures 
on foreign goods and services substantially less than 75 percent of the total cost 
of the project, the proportion of the cost of the project that the Bank should 
finance should be reduced accordingly. In estimating the proportion of the cost 
of the project that will be required to be spent on imported goods and services, 
allowance should be made for the more immediate indirect effects of such a loan 
on imports. 

In special circumstances, where the Bank considers that the local currency 
part of the loan cannot be financed at home except at very unreasonable terms, it 
ean lend that portion to the borrower out of local currency held by the Bank. 

8. To participate up to 60 percent of the loan with private financial agencies 
in the financing of any undertaking provided all the conditions listed under 
section 5 above are fulfilled except that the terms can be less favorable to the 
borrower than would be the case were the Bank to undertake the loan itself. 

9. To make certain that the international Bank makes no loans that can be 
handled by private institutions at reasonable rates, the following conditions of 
making any loan should be established : 

a. A vote of the Board approving the loan should be followed as soon as pos- 
sible by the publication of the technical report on which the decision was based, 
and the publication of the proposed terms and conditions of granting the loan. 

b. The decision to make a loan shall not become operative until 30 days after 
such publication, and only if before the end of that 30 days no reliable financial 
agency is prepared to make a similar loan to the prospective borrower at rates 
of interest which are not more than one-third higher than the Bank is prepared 
to charge, and for a period of years that is not more than 10 percent shorter 
than the period for which the Bank is willing to extend the loan, and the rate 
of redemption proportionately greater than the Bank is willing to establish. 

If a reliable private financial agency indicates its preparedness to provide a 
loan under the above conditions, it shall be given 60 days in which to implement 
the arrangement.- An appropriate guarantee should be required by the Bank of 
the financial agency to assure availability of the Funds. 

10. The borrower receives not more than 20 percent of the loan in cash. The 
borrower may obtain 10 percent of the loan in gold or any currency it desires, 
the remainder of the cash portion of the loan must be in local currency. The 
remaining 80 percent of the loan is in form of a deposit kept with the Bank. 
The borrowing country draws on that deposit by check or checks drawn in terms 
of the specific currency needed. The checks are accompanied by invoices or other 
appropriate evidence of foreign goods or services purchased. 

11. Interest payments due on loans are payable in gold. The Bank may, 
however, accept local currency instead of gold if its holdings of the local cur- 
rency are in its opinion inadequate for its needs. Interest will be payable only 
on amounts withdrawn. 

12. Repayment of the principal of the loan must be in gold or in currency 
borrowed at the option of the borrower. Sinking fund payments must consist 
of gold, or of currencies in proportions of each currency borrowed. Repayments 
of principal and interest payments whether in gold or currency must be equivalent 
to the Unitas value of the currencies at the time of borrowing. 

13. The Bank or any of the officials of the Bank shall scrupulously avoid any 
interference in the political affairs of any member country. (In the case of an 
official of the Bank, this prohibition does not apply to the affairs of his own 
country.) The Bank shall not. be influenced in its decision to grant or withhold 
loans by the political character of the government :.of the country requesting a 
loan. Economic considerations alone should be relevant to the Bank’s decisions. 

14. To assist in the financing of an International Essential Raw Material 
Development Corporation for the purpose of increasing the world supply of 





INTERLOCKING SUBVERSION IN GOVERNMENT 2323 


essential raw materials and assuring member countries an adequate supply at 
fair prices, provided : 

a. Three-fourths of the member votes approve each separate project and 
amount invested. 

b. The product is sold to member countries on equal terms. 

15. To assist in the financing of an International Commodity Stabilization 
Corporation for the purpose of stabilizing the prices of important commodities, 
provided : 

a. Three-fourths of the member votes approve. 

b. At least five governments participate directly in the management and 
operation of the corporation and subscribe to part of the capital of the corpo- 
ration. 

e. The corporation will undertake to stabilize the price of any specific com- 
modity only with the consent of the Bank. 

d. The provision for the determination of policies governing the operations 
of the Corporation give, in the opinion of the board, assurance of proper regard 
for the interests of world consumers as well as those of producers. 

16. In the event of war: 

a. The Board may suspend payments due it by invaded or attacked countries, 

b. The Bank shall not extend any financial assistance to any country while it 
is at war. 

ec. If there be established an international hody, agency, league, or court, to 
which 50 percent of member governments belong, which has the authority to 
designate certain countries at war as being the aggressor nations, then all the 
member governments of the Bank undertake : 

(i) To impose at once complete prohibitions on all financial transactions of 
any character with the designated aggressor nations. 

(ii) To prohibit the extension to the aggressor country of any financial as- 
sistance by government or private persous or institutions until after the war, and 
then only after the aggressor nation shall have fully paid up its obligations to 
the Bank. 

(iii) To agree that sums due the Bank shall constitute a first claim on the as- 
sets, or current income of the aggressor nation and a prior claim to any indem- 
nities or reparation payments. 

(iv) To freeze all assets of the aggressor nation and place such assets in con- 
trol of the government. 

17. If the Bank shall declare any member in default, the member countries 
agree not to extend any financial assistance to that country, nor permit any of 
its nationals to extend any financial assistance to that country, until the country 
has paid sums due the Bank. 


B. For the acquisition of additional resources— 


18. To accept demand, time and custody deposits and accounts from participat- 
ing governments and their fiscal agencies and central banks and from the Fund. 

19. To issue and to sell short-term notes, debentures, and other securities and 
obligations, to obtain assets for the purposes ef the Bank. 

20. To rediscount with any government or fiscal agency or central bank bills, 
acceptances and other instruments of credit taken from the Bank’s portfolio. 


C. To facilitate the rendering of serviccs— 


21. To act as a clearing house for checks, drafis, acceptances, funds and bal- 
ances for the account of participating governments, their fiscal agencies, central 
banks, and international banks and stabilization funds. 

22. To act as agent or correspondent for the governments of member countries 
and their fiscal agencies, for central banks and for international banks and 
stabilization funds. 

23. To buy, sell, hold and deal in gold and to hold gold under earmark. 

24, To engage in financial and economic studies and publish reports thereof. 
D. Limitation of dealings— 


25. The Bank shall deal only with or through 

a. the governments of members of the Bank, 

b. the central banks or fiscal agencies of those countries (and then only with 
the consent of the member of the board representing the country in question), 

ce. the United Nations Stabilization Fund, ard 

d. any international bank owned predominantly by member governments. 

An exception to the above limitations is that the Bank may, with the approval 
of the member of the Board representing the Government of the country con- 
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cerned, sell its own securities or securities it holds to the public or to institutions 
of member countries. 


IV. MANAGEMENT 


1. In all matters voted upon each member government shall be able to cast 
100 votes plus one vote for each share of stock held. Thus a government owning 
one share shall be able to cast 101 votes, while a government having 1,000 shares 
shall be able to cast 1,100 votes. The maximum vote permitted any government 
shall be 20 percent of the total, irrespective of the sum subscribed. 

2. The Administration of the Bank shall be vested in the Board of Directors 
composed of one director and one alternate appointed by each participating gov- 
ernment in a manner to be determined by it. 

The director and alternate shall serve for a period of three years, subject to the 
pleasure of their government, Directors and alternates may be reappointed. 

3. The Board of Directors shall select a President of the Bank, who shall be 
the chief of the operating staff of the Bank and ex-officio Chairman of the Board, 
and one or more vice presidents. The President and vice presidents of the Bank 
shall hold office for four years, shall be eligible for reelection and may be re- 
moved for cause at any time by the Board. The staff of the Bank shall be se- 
lected in accordance with regulations established by the Board of Directors. 

4, The Board of Directors may also appoint from among its members an Exec- 
utive Committee. The Board may at any meeting, by a four-fifths majority vote, 
authorize the President or the Executive Committee or any other committee of 
the Bank to exercise any specified powers of the Board. Such powers shall be 
exercised only until the next meeting of the Board and shall be exercised 
in a manner consistent with the general policies and practices of the 
Board. The Board may also, by a four-fifths majority vote, delegate to designated 
officers and committees of the Bank, for such periods as it may determine, power 
to make loans and extend credit in such amounts as may be fixed by the Board. 

5. The Board of Directors may appoint advisory committees chosen wholly or 
partially from persons not regularly employed by the Bank. 

6. Except where otherwise provided, decisions of the Board of Directors shall 
be by simple majority of the votes cast (each member of the Board casting the 
votes allotted to his government). When deemed by the President to be in the 
best interests of the Bank, decisions of the Board may be made, without a meet- 
ing, by polling the directors on specific questions submitted to them in such 
manner as the Board shall by regulations provide. 

7. Authorization or approval by two-thirds majority vote of the Board of 
Directors shall be required for (a) the making and granting of intermediate and 
long-term loans and credits in excess of $10 million to any member country dur- 
ing any one year, including the assumption of the obligation of a guarantor of 
intermediate and long-term paper; (b) the issuance of debentures and other 
securities and obligations of the Bank; (c) the selection or removal of the 
oe and the vice presidents. 

8. A member country failing to meet its financial obligations to the Bank shall 
be declared in default and may be suspended from membership during the period 
of its default provided a majority of the member votes so decide. While under 
suspension, the country shall be denied privileges of membership, but shall be 
subject to the obligations of membership. When a country has been under suspen- 
sion for two years, it shall automatically be dropped from membership in the 
Bank. 

9. Any member dropped from membership in the Bank shall automatically 
be deprived of membership in the International Stabilization Fund. 

10. If a member country elects to withdraw or is expelled from the Bank its 
shares of stock shall, if the Bank has a surplus, be repurchased at the price paid. 
If the Bank’s books show a loss, such country shall bear a proportionate share 
of such loss. The Bank shall have 5 years in which to liquidate its obligations 
to a member withdrawing from the Bank. Any member that withdraws or is 
dropped from the Fund, shall forfeit its membership in the Bank unless three- 
fourths of the member votes favor its remaining as a member. 

To be eligible for membership in the Bank a country must become a member 
of the International Stabilization Fund. 

11. The yearly net profits shall be applied as. follows: 

a. Twenty-five percent of the profits shall be applied to surplus until the sur- 
plus shall be equal to 20 percent of the paid-in capital, after which all profits 
shall be distributed in proportion to shares held. 

b. Profits shall be payable in a country’s local currency, in Unitas, or in gold 
at the option of the Bank. 
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Exuisit No. 23 


Transcript of Diary, Book 693, pp. 30-31, January 6, 1944 


A letter from Secretary Morgenthau to Leo T, Crowley, Adminis- 
trator, Foreign Economic Administration, approving Mr. Crowley’s 
appointment of White as Director of the United States Commercial 
Company, a Government-owned corporation engaged in buying stra- 
tegic raw materials and other matters, 


Mr. Leo T, CRowLey, 
Administrator, Foreign Economic Administration, 
Washington, D.C, 
JANUARY 11, 1944. 

DEAR Mr. Crow.ey: This is in reply to your letter of January 6th, stating that 
you would like to have Mr. Harry White made a director of the United States 
Commercial Company in order that foreign exchange transactions may be car- 
ried out in close collaboration with the Treasury Department. 

The arrangement has my approval and I have spoken to Mr. White who has 
agreed to accept the appointment. 

Sincerely yours, 
(Signed) H. MorcentHau, JR. 

HDW:LS:sh 

1/11/44 

ForeEIGN EcoNoMic ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., January 6, 1944. 
The honorable the SECRETARY OF TREASURY, 

Dear Mr. Secretary: In order that the foreign exchange transactions of the 
United States Commercial Company may be carried out in close collaboration with 
the Department, I should like te arrange to have Mr. Harry White made a di- 
rector of the company; and should appreciate word that this has your approval 
and is agreeable to him. 

Respectfully, 
Leo CrowLey, Administrator, 


Exuisit No, 24 
Transcript of Diary, Book 710, March 16, 1944, pages 190-192 


Personal letter from Lord Maynard Keynes to White in which Key- 
nes discusses a draft plan for the International Fund and Bank which 
White had sent him. The “quotas” mentioned by Keynes are those for 
national subscriptions to the Fund and Bank. 


TREASURY CHAMBERS, WHITEHALL, 8S. W., 
March 16, 1944. 
Dr. Harry WHITE, 
State Department, Washington, U. S. A. 


My Dear Wuirte: I have just received through Casaday a message from you 
about the importance of arriving at an agreed, joint text with as little further 
delay as possible, and we have also had a report from Opie, who has very lately 
arrived. For reasons which will appear in this letter we are still, most unfor- 
tunately, not in a position to send you an official reply, and it has, therefore, 
seemed right that I should let you have this personal, unofficial letter to tell you 
how matters stand and what the explanation of the delay really is. 

The experts on this side dealt with the outstanding questions as quickly as 
they could, and we were exceedingly appreciative of the way in which our sug- 
tions were met at your end. The result of this was that you and Opie were 
able to arrive at a text, which was complete in respect of the discussions up to 
that point, except the question of the Unitas version. Personally, I think it 
most unlikely that we shall make Unitas a condition of acceptance, but we are 
not yet in a position to tell you so officially, 
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Meanwhile the representatives of the Dominions and India have arrived, and 
we have been discussing with them the draft reached reached by you and Opie. 
They have some interesting observations to make on these, which I hope we shall 
be transmitting to you shortly. Most of them are not much more than improve- 
ments in drafting, and, so far, no point of principle has been raised which is, 
in my opinion, likely to cause you difficulty. The most important proposal relates 
to the statement of quotas. Naturally the Dominions are not much inclined to 
leave this in a vague condition, and it has been widely felt—a view that we also 
have shared—that the smaller countries do not come off as well as one could wish. 

As I say, I hope that we shall soon be telegraphing to you the suggestions of 
the Dominions. This will have the great advantage of having got over quite a 
considerable number of extra hurdles. We should, of course, like to have those 
suggestions, so far as you agree with them, embodied in the joint statement. In 
this case, there may not have been as serious a loss of time, in the final result, 
as appears on the surface. We should then be in a position to present Ministers 
with a final revised text, embodying, as I hope, the further suggestions emerging 
from these talks. 

Assuming that all this goes aceording to programme—and you will appreciate 
that this is no more than a personal letter from me to put you wise as to what 
is going behind the scenes—I do not anticipate that any objection will be felt to 
the course of procedure which you indicated to Opie some two or three weeks 
ago. If and when, that is to say, Ministers have agreed in principle to the early 
publication of the currency proposals, I should not expect that there would be 
any objection to the general line of procedure you indicate, namely, that you 
should be free to communicate the agreed draft forthwith to Brazil, Mexico and 
Cuba, and we to Holland, Belgium, Poland and Greece, and that, after about a 
fortnight, copies should go out to all the United Nations and be published on 
an agreed date, not much later. We may perhaps wish in our White Paper to 
precede the agreed text with some explanatory statement of our own. 

No one could agree more than I do with the point you make in the’ message 
you sent through Casaday that the inability to answer enquiries is an increasing 
handicap and that the effectiveness of a joint statement will be enhanced by 
prompt publication. On this side the Chancellor of the Exchequer is being con- 
stantly pestered by Members of Parliament with questions as to when they can 
hear more. There is obviously a good deal of restiveness, which can be largely 
explained, I think, by the lack of news. It is obvious that the proposals are most 
likely to be attacked on this side of the ground that, however we dress them up, 
they are no better than a revised gold standard, and they will be charged with 
submitting this country to the same yoke, from which it had escaped with so 
much difficulty but with so much ultimate relief in 1931. I hope that we have 
now got this part of the proposals in a form in which they can be adequately 
defended from this charge. But it is there, I am convinced, that the attack is 
likely to come. 

Ever yours sincerely, 
KEYNES. 


Exursit No, 25 
Transcript of Diary, Book 784, pp. 28-43, October 20, 1944 


Meeting at the Treasury with British representatives and attended 
by representatives of the various United States Departments and 
Agencies, to discuss Lend-lease to Great Britain after Germany’s de- 
feat. At the end of the meeting (page 42) Secretary Morgenthau asks 
that if he is unable to be present at the next meeting, the American 
and British representatives hold it with White presiding. Lord 
Keynes of the British group offers to keep in touch with White. 

October 20, 1944 


10:00 a. m. 
BRITISH LEND-LEASE NEGOTIATIONS 


Present: Lord Halifax, Lord Cherwell, Lord Keynes, Mr. Brand, Sir Henry 
Self, Mr. Sinclair, Mr. Lee, Mr. Opie, Mr. Acheson, Mr. Taft, Dr. White, Mr. Cox, 
Mr. Angell, Mr. Collado, Mr. Currie, Mr. Casaday, Mrs. Klotz. 

H. M., Jr. Gentlemen, we have had a discussion here. Unfortunately, forty- 
five minutes wasn’t time enough to solve everything, but we thought we could 
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approach the thing with absolute frankness and candor. Several things we are 
quite bothered about and have not yet really cleared the thing with ourselves. 

This request that you made, this introduction here on page one (refers to docu- 
ment on British requirements for first year of Stage Two), sort of sailing orders 
for all of the committees—we frankly haven’t had time enough to be sure that 
that is what we could accept. Therefore, what we'd like to ask you is this, that 
for the time being we postpone that and let the committees proceed. If, while we 
are settling it—and I assure you we are going to lose no time—some matter 
should come up that you feel one of these sub-committees are not complying fully 
with the spirit of Quebec, then there will be time enough to do something about it. 

But there are some things in here which bother us. We are not prepared to say 
what they are, because that would throw this meeting into a very lengthy dis- 
cussion. We are not in agreement among ourselves, and therefore we feel it 
would be best to postpone the acceptance of it. I don’t want in any way to 
worry you. Everybody on the American side is in full agreement as to the spirit 
of Quebec, and when you try to spell it out in a document to supersede another 
document, that is what bothers us. 

As Lord Cherwell knows, when we tried to do a document at Quebec, carrying 
out what Mr. Churchill and Mr. Roosevelt has said, it was difficult enough. Now, 
if you try to interpret that further, it just adds another piece of paper. We want 
to go full speed ahead, but if we try to go ever eve 
comma it will slow us up. 

So therefore, we are asking you to postpone our acceptance of this for the time 
being. Would that be agreeable? 

Lord CHERWELL, Certainly we will wait until you clarify the points, the 
divergence, if any. 

H. M., Jr. Well, I don’t know that there will be any divergence. I don’t want 
to be misunderstood. Maybe through my being too frank I will throw doubts 
into your mind, but I assure you as to what was said in the memorandum, back 
of what was said, everybody here and everybody [ have talked to is in agreement. 
But if you begin to take a document and try to interpret that, it bothers us a 
little. 

Please don’t read into anything I am saying anything other than what I am 
saying. There is no news behind the news! 

The other thing is this, There are certain items here, particularly in Chapter 
Three, that bother us greatly. There are certain things that we haven’t yet— 
I am being completely frank—decided on ourselves. To give an example, cotton. 
It bothers us considerably. We are not yet prepared to give you a solution. We 
are not going to give you objections; we are going to give you solutions. 

Therefore, what we'd like to suggest is this: There are many items that we 
can go ahead with at once. FEA is prepared to proceed at once, without hold- 
ing back at all, giving us time to talk among ourselves so we can find the solu- 
tion to some of the things that you are asking for. If you should press for some 
one particular thing which we have not cleared in our own minds, the FEA will 
simply say, “Well, let’s just go slow on that.” 

But in the meantime, we among ourselves are going to be talking and thinking 
and working very hard trying to find a solution to everything that you ask. 

Now, I think that that states the position as it is this morning. 

Mr. AcHEson. I think that is right. 

Dr. Wuirte. Yes, I think that is right. 

H. M., Jr. Would any of you gentlemen like to add anything? 

Mr. Curr. I think that expresses it very well. 

Dr. Wuire. I think it is clear that they would begin working with FEA now 
on their list of items, 

H. M., Jr. That very briefly is where we stand this morning. Now, maybe I 
shouldn’t have talked first, but I told you the whole spirit here is to put all our 
cards on the table and say that is where we stand as of today. It may be that 
overnight you people may have some little problems that you would like to put 
before us. Ifso, we are prepared to listen, 

Lord Keynes. No, sir, I think that is a very good plan. It would clear out of 
the way all the less difficult items, and then we shall be able to concentrate 
much more on the others. 

What do you think the best procedure would be for getting rid of the less- 
difficult items? 

H. M., Jr. Mr. Currie, please. 

Mr. Curr. I think if we might take that up fn the ordinary way, just as a 
new program comes in. Your supply people get together with our British Empire 
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Division and the appropriate people in your Supply Division, and they work in 
each item in terms of availability, Lend-Lease availability, supply situation, and 
the normal considerations. 

Lord Keynes. I think that is what we are hoping to get away from. Clearly, 
that has to come at some point; but what we want, first of all, is to get the prin- 
ciples laid down, observing, as you say, the more difficult ones, and then when 
we have got the overall principles unquestionably it will have to be done as Mr, 
Currie suggests. 

But I think we should feel that our case as a whole is rather falling into frag- 
ments if we were proceeding on extreme details very often with officials who 
wouldn’t be cognizant of the case as a whole. 

Mr. Currie. This is merely suggested to save time, I think, Lord Keynes. For 
instance, I don’t anticipate any great difficulties in the food program, but it is 
a large program. I should think it would be helpful if we could get those people 
started immediately to working on that and seeing whether there are any diffi- 
culties on supply grounds, availability, or Lend-Lease availability. That would 
not prejudice the broader discussions of the items that might be reinstated or 
taken out. 

Lord Keynes. Couldn’t we have a sort of Steering Committee, non-munitions 
committee, three or four on each side, and then remit sections as we think they 
are ripe for the detailed examination that you suggest? It seems to me better 
that we should go through them together at the first stages. Some of them 
might create very little discussion before they were passed on; with others that 
wouldn’t be the case. 

You see, the export consideration runs like a thread through the whole thing. 
And it is very difficult to remit it in detail to particular divisions unless we see 
what pattern we are following in that respect right through. 

Dr. WuiTe. Isn’t there a solution to that, Lord Keynes? The steering com- 
mittee which you are suggesting would seem to me very helpful, but possibly at 
a little later stage—later in terms of days, not weeks. That steering committee 
would function excellently to consider those things about which there are serious 
doubts, instead of attempting to thresh them through to their final decision in the 
larger group that Lauch Currie is suggesting. They could go to the steering 
committee at once. There is no reason why there should be a time sequence—all 
these groups can work together, but they can go ahead and make a lot of progress 
and may find there is no obstacle at all. 

Now, the moment they meet such an obstacle, then that is an appropriate item 
to be referred back to a steering committee or to some other group, and then they 
can go ahead with the others. 

There wouldn’t seem to be any advantage in foreseeing difficulties before they 
actually appear, and I gather that it is FEA’s views that there are many items 
which would not-raise any question of principle at all, and you may find there 
will be very few items. 

Lord Keynes. But isn’t it rather a pity to have the difficulties raised too low 
down? I am not thinking that the steering committee would probably go into 
great detail at first, but that it should be remitted to the separate divisions from 
the steering committee, and possibly with some sort of general orders, Other- 
wise, we are exactly where we should have been without the machinery that we 
hoped we were setting up now. 

Dr. WuiTe. There is one thing that possibly isn’t clear, Lord Keynes, and that 
is that the Secretary indicated that some of these matters of principle which you 
are suggesting is the subject for discussion among the American group and will 
go forward at the same time, and as soon as some of those items are clarified 
they will be taken up with you. 

Lord Keynes. I don’t believe this is right. I think we ought to have this 
committee, which could be a general clearinghouse between us. As we are talk- 
ing and as you are talking, various things will come up which warrant being 
discussed on that level, rather than between the separate divisions. 

H. M., Jr. I am not sure that I made myself quite clear. Our trouble at this 
moment is that there are several important things which we have not been able 
to make up our own minds on. When we do come to a decision, we would ask 
you gentlemen to meet with us again, because I certainly propose to take part in 
the meetings myself. As far as I am concerned, I would like this to be a steering 
committee. I mean, I don’t want too many committees, Therefore, I am only 
talking about, maybe, a couple of days. Cotton is as good an example as any. 
We felt that if we were wrong, then we can just wait, that is all, but we felt 
there were things like food and a number of other very important items that 
Mr. Marvin Jones and his group could be discussing. 
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Now, Marvin Jones hasn’t seen this list; and the sooner we get him the list, 
we felt, the quicker he could get to work on it. 

Lord Keynes. I think food is a good example, but you see in the case of food, 
I will give you an illustration of the sort of thing I have in mind. Our food 
program is something we think we can best justify against the background that 
the British civilian is entitled to certain estimates, to use the Prime Minister's 
phrase. And while perhaps three-quarters of our program is in common form—lI 
mean on the lines that we have been used to lately—there are elements which 
would not be easy to justify, except on the broader considerations. 

Well, now, what I am a little afraid of is, suppose this is remitted just in accord- 
ance with the ordinary procedure, just what would have happened if there hadn't 
been a meeting at Quebec? Then we should be getting the case a little prejudiced 
without knowing why this food program should be approached in a rather differ- 
ent spirit. 

H. M., Jr. Lord Keynes, let’s just stick to food. Let’s be definite. What 
would you suggest that this body here do in order to get the food program 
considered? 

Lord Krynes. Well, Mr. Secretary, I think it is something we can very likely 
do here and now. Let us say if you have gotten far enough in our own thought, 
namely, that in remitting this to the Food Administration—we should say that 
this is not exactly on all fours with previous programs. It implies that we use 
considerable quantity of stocks which we had to keep in stock during the German 
war, but it is also governed by an overriding hope that in the course of 1945 
there can be some easement to the civilian population, and that having regard 
to the various reasons under various headings given in this paper, we all hope 
that the Food Administration will do its best from that point of view, and should 
not look at it exactly as they would have looked at it six months ago. I think 
that is all we want. 

H. M., Jr. But who is going to say that? 

Lord Keynes, This committee, your side on this committee if they are con- 
vinced. 

H. M., Jr. Is it your thought that this committee should send for Mr. Marvin 
Jones and say that to him? I am trying to find out what is in your mind. 

Lord Keynes. Bring him into the discussion and give us an opportunity of dis- 
cussing it with Mr. Marvin Jones. Our Food Commission, of course, has been in 
daily touch with him, And there will be a danger that all that would continue 
just as it has continued, very usefully up to a certain point for many months 
past, but we would not have quite the opportunity to put to Mr. Marvin Jones 
the case as it is set forth in this document. 

H,. M., Jr. I am not trying to be difficult, but I don’t quite understand. Is it 
your thought, for instance, using Mr. Marvin Jones, for example, that he be in- 
vited to meet with this committee and you people have an opportunity to explain 
to him first? 

Lord Keynes. That is definitely one way. One way would be to say, if you 
were satisfied, that this paper had given reasons why some estimates were justi- 
fiable, that you should communicate your prima facie view to that effect and 
hope he would consider that program in that light. If you felt that that was 
rather jumping things and going too fast, that he should meet partly with us 
and possibly apart from us, in order that we could create that general atmos- 
phere which we think is probably vital—if various applications were looked at 
by those considering them in detail—— 

Mr. Currie. Mr. Secretary, I think there is a better thought than using the 
word normal procedure. All I had in mind was merely reciting the considera- 
tions of certain things we will have to get from the technicians. I don’t mean 
for a moment that this program will be handled in the ordinary Lend-Lease 
manner. I merely thought we could make time by referring them right away to 
technicians. I thought you were doing that in connection with the military pro- 
grams, not to take the place of our meetings in any degree. 

H. M., Jr. Up to now I have taken the time to see the head of each agency 
that this is going to go to. I mean, it has been explained to each person; and 
while I haven’t had a chance to see Mr, Forrestal, he is having luncheon with 
me today only to discuss Quebec. But I would be delighted if the rest of these 
gentlemen would be, to bring a succession of these people before this committee 
and let both sides talk to them. It is quite agreeable to me. 

Mr. Wurre. It might not be necessary, Mr. Secretary; you might find that the 
food group might go right ahead. It is only when they reach an obstacle that I 
think there is room for discussion. 
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H. M., Jr. No, I think what Lord Keynes would like, if I understand him 
correctly, using again Mr. Jones—I happen to know him and know what he 
does—is to invite him to meet with the committee and sort of get both sides to 
tell him what the idea is. 

Lord Krynes. Yes, that is what I think. You see, there are some things to be 
said for getting the background right before you proceed to details. I am sure 
that seventy-five or eighty percent of the details are the same, but it is difficult 
to disentangle, knowing at once which of the ones— 

Mr. Currie. My thought there, Lord Keynes, was that if our people come back 
and say, “We think it is clear sailing on all these items except your increasing 
your careass meat, for example, that is the point I think at which we might 
profitably bring in Mr. Jones to argue the point through. But it may be that 
question won’t come up, as Dr. White says. 

Lord KryNnes. Well, suppose you take raw materials. There we have drawn 
up our program on certain assumptions about exports, and it is scarcely capable 
in any of its parts, I think, of being discussed without reference to that. 

Mr. Currie. I would agree heartily on that, and I think that is something this 
committee would have to discuss at a very early stage. 

Lord Krynes. On the other hand, oil and shipping are very good examples 
where your procedure would be very straight forward. There, there is nothing 
but the regular oil program. 

H. M., Jr. Might I suggest this, because this would be easier for me personally? 
I won’t be here tomorrow because I am going to go up to hear the President 
speak, but if you gentlemen wanted to meet tomorrow and then would say which 
of these people you would like to have come before the committee to instruct— 
you could have a list and have these people come in tomorrow and have a talk 
with them. I don’t have to be here. 

Dr. Wuite. I think you could proceed more rapidly, Mr. Secretary, if we have 
a little more time to thresh through some of these very points which Lord 
Keynes is raising. 

As you indicated earlier in your talk, we are going forward with that dis- 
cussion. Our own minds are not clear, and it wouldn’t be very helpful to bring 
anybody in until we were going forward on that. 

H. M., Jr. Harry, I’d like to please them and I'll proceed any way that they 
would like. 

Lord Keynes. Mr. Secretary, I think there is a great deal in what Dr. White 
said. This document has been in your hands a very short time, and it is quite 
likely that we would make better speed if there is less haste at this stage in 
trying to hurry you too much, But when you have reached it, it seems to me 
there are some sections we can hand over exactly as Mr. Currie was suggesting. 
Probably a great part of food can be so handled, subject to the qualifications 
which I was mentioning; ofl, I think, raises nothing; shipping, the program we 
have put in in the main part of the document, I think, raises nothing. 

3ut what is much more complicated, there are some of our suggestions in 
Chapter Three that some items which have not been reckoned eligible in the past 
might be added to the list. I think that is the issue that arises over shipping. 
The straight shipping list doesn’t raise any of the issues. You get the raw ma- 
terials and manufactured articles, then they are very much entangled, I think, 
with the export issue. 

H. M., Jr. Well, the suggestion was made here this morning ‘that we ask the 
War Department if it would be agreeable to them to pull out the raw materials 
from under the way you put them in with the military, and have them consid- 
ered by the non-military. We don’t know whether the War Department will be 
willing to do that, but it would be simpler if the raw materials were pulled out 
and considered by the non-military committee in the first instance. 

But, Lord Keynes, to come back, the thing that Mr. Currie had in mind was 
that if our food people could just begin to get the basic information and famil- 
iarize themselves with the thing, they’d be gaining that much time. 

Lord Keynes. I suspect that is right. 

H. M., Jr. Would that be agreeable to you, so that the food and the other 
people would at least know what this is? They haven’t seen it. (Refers to docu- 
ment on British Requirements) 

Lord CHERWELL. There is a considerable measure of agreement, as far as I can 
see, on topics that will in no sense require decisions on the new principle, and 


since Lord Keynes said oil, a good part of shipping, a good part of food, could 
we begin there? 
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Lord Keynes. There are two points I ought to mention. The head of our Food 
Mission has been in London on leave and wasn’t coming back so promptly. We 
have telegraphed him to come back urgently. He will be here— 

Mr. Branpb. Well, he starts on Monday. 

Lord Keynes. The head of our Shipping equally was absent from Washington. 
We have telegraphed him to come urgently. He, I think, is probably crossing at 
this moment. So in the case of shipping and food, for a few days the Missions 
are in the hands of the second in command and not the first. 

Mr. Currie. They need those days, anyway, Lord Keynes, for home work. 

Lord Keynes. On the other hand, Mr. Brand was recently head of the Food 
Mission. 

Mr. Branp. I still remember something about it! 

H. M., Jr. Are there other things that you could start? 

Mr. Currie. I'd like to join Dr. White in a plea for a little more time, because 
frankly on many of these more difficult items, such as the request for reinstate- 
ment or the considerations of the export policy with respect to raw materials, 
we have not had an opportunity to have American inter-agency meetings. 

H. M., Jr. Then did you withdraw your suggestion that their food people 
should meet with your food people? 

Mr. Currie. When they are ready, but in the meantime I have already taken 
the liberty of referring this to our technical people. 

H. M., Jr. Let’s put it a different way, Lauch. As far as you have gone, is 
there any group right now other than the Army and the Navy and the air peo- 
ple that British representatives would be meeting with in the next day or two? 

Mr. Currie. I doubt very much if anything could be gained by that, Mr. Sec- 
retary. I think when these gentlemen arrive our people will be in a better 
position. 

Lord Keynes. I think it looks as though we ought to give you another two 
or three days without trying to hurry you unduiy. 

Lord HA.irax. It certainiy looks that way to me. 

H. M., Jr. Well, we were trying to hurry. That was our only object. 

Is there anything we would want from them in the next day or two? 

Mr. AcHEson. I think we need more time to work together. 

H. M., Jr. Harry? 

Dr. Wuire. I think we need more time, and it is only a matter of a few days, 
in which we may be able to settle among ourselves for your consideration many 
of the problems which would either completely eliminate the necessity for joint 
discussion or considerably facilitate subsequent joint discussion ; otherwise, we 
would be threshing through and thinking through the problems jointly with the 
usual barriers to quick clarification. 

Mr. Cox. Mr. Secretary, also to follow up the point that Lord Keynes made, 
I think doing the work inside the group before it goes into the normal machinery 
of War Food, for example, we can present policy questions here before you talk 
to Jones that present the central issue. For example, flour has not previously 
been supplied—at least not in this past year. It is scheduled in the first Stage 
Two period. 

Now, if you just let this go through the normal course you get the same 
arguments that have been advanced before. “Why don’t you get your wheat 
from Canada and Australia and make it up elsewhere?” 

Similarly, you have increased in things like carcass meat, which presents a 
policy question. Unless you understood the basic underpinning, it wouldn’t come 
out the way you might expect, and I think a whole series of those specific issues 
can be presented which point up the policy questions involved. 

But that will require a certain amount of work on the technical level as well 
as on policy level. 

Mr. Branp. You would still have to discuss those questions in detail with the 
WFA. 

Mr. Cox. Yes, but I gather Lord Keynes’ point is with enough of a sample 
here to indicate to Marvin Jones what the policy questions are within the frame 
of reference at Quebec, then he can instruct his people to view these things in 
that light. Otherwise, you might get mixed up in what purports to be a supply 
question. 

Lord Keynes. That is exactly what I was pointing out. But I think what 
you are now suggesting would meet us completely; that is to say, you should go 
on with your own study of the document for two or three days. And as Robert 
Sinclair suggests, perhaps the next thing we might do would be to hold ready 
for a meeting of this body with the military on Tuesday. They are going to 
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make a report, I understand, on Monday, and there might be points arising 
out of that which we should want to take up here as soon as possible. 

Mr. Srncuiair. I think the War Department is aiming to be in a position to 
do that. Whether we should succeed or not, I don’t know, but there may, in any 
event, be certain important questions of principle arising out of those discussions. 

H. M., Jr. Mr. Patterson has already raised some. It came in late last 
night. Well, frankly, after this meeting we are going to sit down and consider 
them. He raises some rather important questions as to principle. So there is 
no use raising them now and worrying you about them unnecessarily. They 
may be important and they may not be important; but we at the moment are 
overwhelmed but not downed ! 

Might I ask, didn’t your military get off to a good start yesterday? 

Mr. Stnciarr. They started very quickly, Mr. Morgenthau. The Army was in 
action at eleven o’clock in the morning at the War Department, and they broke 
off for about a couple of hours in the afternoon and went on until a late hour 
last evening and started at eight o’clock again this morning. 

The air people started at two-thirty in the afternoon and continued until 
about six. 

H. M., Jr. They didn’t even stop for tea? 

Mr. Stncratr. I didn’t get a report on that! 

The Navy haven't got very far yet, sir. Admiral Waller called on Mr. Forrestal, 
as you suggested, and left with him a brief memorandum, and there was a brief 
discussion between him and Admiral Horne and one or two others afterwards; 
but it was quite clear, I think I am right in saying this, that the Navy Depart- 
ment were anxious to have a great deal of detailed information and an examina- 
tion which looked as if it would take considerable time. That is the first reaction 
we have got. 

H. M., Jr. I have had three calls during the day for additional sets, so I think 
they must have ten sets. They are interested! 

But I'll have lunch with Forrestal and I will tell him that the Army is much 
better than he is! 

Is there anything else that we would like to bring up at this time? 

Mr. Acueson. I have nothing. 

Mr. Currie. No, sir. 

Dr. WHITE. Nothing, sir. 

H. M., Jr. Mr. Taft? 

Mr. Tart. I have nothing. 

Mr. AcHeson. There is one important thing: We need three more copies of 
this document. 

H. M., Jr. We have plenty. 

Now, how about cur British friends? Is there something else at this moment? 

Lord Krynes.- No, I think that is the best program, the way you have laid it 
out. Then at such time as is convenient to you next week, we could re-assemble 
either in detail or in full. 

H. M., Jr. If I shouldn’t happen to be here, Dr. White is here. I don’t want 
the thing to be held up because I am not here. 

Lord Keynes. Perhaps it would be wiser if I got in touch with Dr. White on 
Monday just in order to find out how things are moving and whether there is any 
help we can give. 

H. M., Jr. Fine. 

Dr. Wuirte. I think it is very likely, in any event, you will have a meeting the 
first of next week. 

H. M., Jr. My plans are a little bit tied up with the President’s, and that is why 
I am a little bit uncertain. Other than that, my phone is always working. And, 
as I say, you know everything that I know and I will continue to work on that 
basis. 


Exursit No. 26 
Transcript of Diary, Book 792, pp. 226-228, November 9, 1944. 


Personal letter from Lord Maynard Keynes to White about the 
reception in England of the Bretton Woods Agreement on the Inter- 
national Fund and Bank. With it is a memorandum from White to 
Secretary Morgenthau, 
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DIVISION OF MONETARY RESEARCH 
NoveMBER 9, 1944. 
To: Secretary Morgenthau 
From: Mr. White 
You may be interested in glancing at the Chancellor of Exchequer’s statements 
on Bretton Woods. 
Mr. White—Branch 2058—Room 214-1/2 


UNITED KiInGpoM TREASURY DELEGATION, 
Washington, D. C. 23rd October 1944. 

My Dear Harry: Some recent expressions of opinion in London concerning 
Bretton Woods have lately arrived which are worth your attention, if you have 
not seen them already. 

First and foremost is the very important speech from the Chancellor of the 
Exchequer delivered at the Mansion House on October 4th. I have no doubt 
that this speech was intended for the United States as well as for the British pub- 
lic. Yet, to the best of my knowledge, it received only the barest mention in the 
American Press through brief cabled comments at the time when it was delivered. 

Nevertheless, the speech is of the first importance for two reasons. To begin 
with, it is the first definite official statement of the Chancellor of the Exchequer 
on the attitude of the Government to Bretton Woods. In the second place, it con- 
tains a very specific statement of the Chancellor’s interpretation of Article VII 
of the Mutual Aid Agreement. If the Secretary has not already seen this, I 
should be grateful if you could call his attention to it. 

“The Times” leader on the speech, which I also attach, is, as you will notice, by 
no means satisfactory. The opinion from “The Economist”, which I also at- 
tach, is rather better, but considerably qualified. I also enclose another paper 
giving the Chancellor of the Exchequer’s answer to a Parliamentary question on 
September 28th. This is of secondary importance, but you may be glad to have it 
for your records. 

If you have not already received copies of the cuttings, by all means keep these. 
Otherwise, I should be rather glad to have them back when you have finished 
with them, since they are the only ones I have, 

Sincerely yours, 
MAYNARD KEYNES. 

Dr. H. D. White. 


Exuierr No. 27 


Transcript of Diary, Book 797, pp. 256-258, November 23, 1944. 


Memorandum by White to Secretary Morgenthau on the usefulness 
at SHAEF of material prepared by the Treasury. This appears to 
have been a cover memo transmitting a communication from SHAEF. 


TREASURY DEPARTMENT DIVISION OF MONETARY RESEARCH 
Date Nov. 23, 1944. 
To: Secretary Morgenthau 


You may be interested to note that SHAEF finds the material prepared in the 
Treasury helpful. 


H. D. W. 
Mr. White 
Branch 2058—Room 214-14 
(Whereupon at 2:50 p. m., the subcommittee proceeded with other 
business.) 


x 











